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Frank Gehrke, chief of snow surveys for the Department of Water Resources, during the snow survey near
Echo Summit, California on February 1, 2012. The survey showed the snow pack is a mere 19-percent of
normal for this time of year at this location. (AP Photo/Rich Pedroncelli)
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NOTICE TO THE PUBLIC
BOARD OF DIRECTORS’ AND STANDING COMMITTEES’
REGULAR MEETING
FEBRUARY 23, 2012
BOARD ROOM
WATER AUTHORITY HEADQUARTERS BUILDING
4677 OVERLAND AVENUE, SAN DIEGO, CALIFORNIA
1.

UNIFIED AGENDA: This unified agenda provides a brief description of each item to be
considered by the Board and its Administrative and Finance, Engineering and Operations,
Imported Water, Legislation, Conservation and Outreach, and Water Planning Committees. For
convenience, the agenda for each of the Committees and for the formal Board meeting are stated
separately; however, all agendas shall be considered as a single agenda and any item listed on the
agenda of any Committee may be acted upon by the Board. All items on the agenda of any
Committee, including information items, may be deliberated and become subject to action by the
Board.

2.

DOCUMENTS: Staff reports and any other public information provided to the Board or
Committee before the meeting relating to items on the agenda are available for public review at
the San Diego County Water Authority 4677 Overland Avenue San Diego, CA 92123 during
normal business hours. Additional documents may be distributed at the meeting. Copies of
individual items, including the background information, are available through the Clerk of the
Board at (858) 522-6614.

3.

MEETING TIMES: The morning session of Standing Committees will commence at
9:00 a.m. on February 23, 2012 the afternoon session of Standing Committees will
commence at 1:00 p.m. Please see the meeting schedule. The full Board will convene in
formal session at 3:00 p.m. or as soon thereafter as the last Committee meeting is completed.

4.

ACTION AT COMMITTEE MEETINGS: Committee meetings are also noticed as
meetings of the Board because a quorum of the Board may be present. Members of the Board
who are not members of the Committee may participate in the meeting, but only members of
the Committee may make, second or vote on any motion or other action of the Committee
unless the Board determines to convene for consideration of action on an item or items on the
Committee agenda. If a quorum of the Board is present during a Committee meeting, upon
approval of a motion by any Board member to convene for consideration of action on an item
or items on the Committee agenda, the Board may take action on that item or items. If the
Board takes action on an item during a Committee meeting, the matter will not be subject to
further action at the Formal Board meeting unless a motion to reconsider is approved
according to the provisions of the Water Authority Administrative Code. Persons interested
in an item and wishing to hear the staff report, present oral or written comments and hear the
deliberations should attend the Committee meeting. Closed Sessions also occur at
Committee meetings and may not be repeated at the formal Board meeting.

5.

CONSENT CALENDAR: The agenda contains items listed on a consent calendar which is for
matters considered routine or otherwise not requiring further deliberation. A committee or the
Board will take action as recommended by one motion. There will be no individual discussion on
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such items prior to the vote unless an item is removed for discussion. If a member of the public
wishes to talk about a consent calendar item, please notify the Chair before the calendar is called.
Persons who wish to be heard on an item are encouraged to speak before the assigned committee.
6.

PUBLIC HEARINGS: It is not necessary to notify the Chair if a member of the public wishes
to speak on items listed on the agenda as public hearings. Public hearings will begin at the time
stated in the notice, or as soon thereafter as the matter can be heard. When the Chair opens the
hearing, upon invitation of the Chair, step to the podium and begin by giving your name and
address for the record. Each speaker has 3 minutes to address the Board.

7.

PUBLIC COMMENT ON MATTERS NOT ON THE AGENDA: The agenda provides an
opportunity for members of the public to address the Committees and Board on matters of interest
within the jurisdiction of the Committee or Board that are not listed on the agenda. The Brown
Act does not allow any discussion or action by the Board or staff on matters raised during public
comment except: 1) to briefly respond to statements made or questions posed; 2) ask a question
for clarification; 3) receive and file the matter; 4) if it is within staff's authority, refer it to them for
a reply; or, 5) direct that it be placed on a future board agenda for a report or action.
A reasonable amount of time will be allocated by the Chair for public comment. Persons wishing
to speak should notify the Chair before the meeting by filling out a "Speaker Request Form" and
give it to the secretary. Individual speakers are requested to be as brief as possible and are
encouraged to address the appropriate committee who is best able to respond. When the Chair
calls, please immediately step to the podium and begin by giving your name and address for the
record. Each speaker has 3 minutes to address the Board.

8.

PUBLIC COMMENT ON AGENDA ITEMS: Persons wishing to speak to an item that is
listed on the agenda should notify the Chair before the meeting by filling out a speaker request
form and giving it to the secretary. Step to the lectern when asked to do so by the Chair and begin
by giving your name and address for the record. Remarks should be limited to three minutes.

9.

INFORMATION ITEMS: Items are listed on the agenda as information based on staff's
judgment. Circumstances or the committee's or Board's judgments may require deliberation or, if
necessary, action on these items. Any member of the public with an interest in one of these items
should review the background material and request information on the possible action that could
be taken.

10.

ASSISTANCE FOR THE DISABLED: If you are disabled in any way and need
accommodation to participate in the Board meeting, please call the Clerk of the Board at (858)
522-6614 for assistance at least three (3) working days prior to the meeting so the necessary
arrangements can be made.

11.

RULES GOVERNING MEETINGS: The Water Authority’s Administrative Code Chapter
2.00 governs conduct of meetings of the Board and the Committees. The Administrative Code is
available on line at www.sdcwa.org or at the Water Authority Headquarters.
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MEETING SCHEDULE
FEBRUARY 23, 2012

MORNING SESSION

9:00 a.m. to 12:00 p.m.

Water Planning
Imported Water
Legislation, Conservation and Outreach

Estimated time: 45 minutes
Estimated time: 1 hour 25 minutes
Estimated time: 40 minutes

LUNCHEON FOR DIRECTORS

12:00 p.m. – 1:00 p.m.

AFTERNOON SESSION

1:00 p.m. – 3:00 p.m.

Administrative & Finance
Engineering & Operations

Estimated time: 45 minutes
Estimated time: 1 hour 5 minutes

FORMAL BOARD MEETING

3:00 p.m.

*

Time estimates are for convenience only and do not constitute part of the schedule.
The first morning session will commence at 9:00 a.m., and the following morning
sessions may start at any time after 9:00 a.m. The first afternoon session will
commence at 1:00 p.m., and the following afternoon sessions may start at any time
after 1:00 p.m. The Board meeting will start no earlier than 3:00 p.m., or following the
conclusion of the last committee meeting.
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WATER PLANNING COMMITTEE
AGENDA FOR
FEBRUARY 23, 2012

Mitch Dion – Chair
Hershell Price – Vice Chair
Javier Saunders – Vice Chair
Brian Boyle
Lynne Heidel
Michael Hogan
Jeremy Jungreis

Dennis Lamb
John Linden
Bud Pocklington
Fern Steiner
Mark Watton
Ken Williams

1.

Roll call – determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to address the
Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION

III.

INFORMATION
1.

Status report on Carlsbad Desalination project.

Ken Weinberg

2.

Presentation on Basin Plan update.

Toby Roy

3.

Presentation on Natural Community Conservation Plan/Habitat
Conservation Plan implementation.

Larry Purcell

4.

Water supply and demand conditions.

Ken Weinberg

5.

Water Resources report.

Ken Weinberg
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IV.

CLOSED SESSION

V.

ADJOURNMENT

Doria F. Lore
Clerk of the Board
NOTE:

This meeting is called as an Water Planning Committee meeting. Because a quorum of the Board may be present, the meeting is also
noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the meeting pursuant to
Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including information items, may be
deliberated and become subject to action. All public documents provided to the committee or Board for this meeting including materials
related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed at the San
Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the reception desk during normal
business hours.
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February 15, 2012
Attention: Water Planning Committee
Basin Plan Update (Information)
Purpose
To provide a status report on planning efforts for an update the San Diego Regional Water
Quality Control Board’s Basin Plan
Background
The San Diego Regional Water Quality Control Board’s (San Diego Water Board) mission is to
develop and enforce water quality objectives and implementing plans that will best protect the
area's waters while recognizing our local differences in climate, topography, geology and
hydrology. In doing this, the San Diego Water Board tries to balance the needs of industry,
agriculture, municipal districts, and the environment. The San Diego Water Board’s Water
Quality Control Plan for the San Diego Basin Plan (Basin Plan) identifies beneficial uses of the
various water bodies in San Diego and then establishes the water quality objectives and
implementation plans necessary to protect those beneficial uses.
The Basin Plan water quality objectives and implementation plans establish a foundation for
developing Total Maximum Daily Loads (TMDLs) of contaminants, and the issuance of waste
discharge requirements and other permits. If source water quality data provided to the San Diego
Water Board show exceedances of water quality objectives, the source of water is listed as an
“impaired” water body and a TMDL is required. TMDL development can trigger permit
requirements and compliance actions to protect and improve water quality.
The San Diego Water Board has a goal of updating the Basin Plan at least once every three
years, but has the flexibility to do additional updates on an as-needed basis. Typically the need
for basin plan amendments exceeds the resources available at the San Diego Water Board.
Stakeholders can provide additional resources and conduct some of the background work
necessary to support the amendments.
In 2009, the San Diego Water Board formed a Triennial Review Advisory Committee (TRAC)
made up of stakeholders to assist in establishing priorities for the Basin Plan update. The TRAC
started with a list of over 80 updates needed for the Basin Plan. After considering the TRAC
recommendations and staff priorities, the San Diego Water Board approved staff
recommendations to allocate staff time to develop three key basin amendments between 2011
and 2013: Refinements to the Contact Water Recreation Beneficial Use, Comprehensive Policy
for Streams, Wetlands & Riparian Areas and Water Quality Objective for Trash. While these do
not have a direct impact on water supply, the Refinement to the Contact Water Recreation
Beneficial use was important to a number of the Water Authority member agencies that have
waste discharges to streams or the oceans.
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Water Planning Committee
February 15, 2012
Page 2 of 2
Additional time was allocated to review and participate in State Water Resources Control Board
work on regulation of nutrients and desalination as well as completing “housekeeping” updates
to the Basin Plan. Nutrient standards can have a significant impact on water supply, in
particular the water supplies in Santa Margarita River and our local drinking water reservoirs.
The TRAC also recommended that Regional Board staff work on two items with a direct benefit
to water supply including: designating domestic water supply as beneficial uses in additional
groundwater basins, and indirect potable reuse. While the Board was not able to allocate staff
time to these basin plan updates, they did recognize the importance of these issues to the Region.
Discussion
One of the important issues for the Water Authority and our member agencies is the application of
water quality objectives to our drinking water reservoirs and the subsequent listing of those
reservoirs as “impaired” water bodies. Many of the water quality objectives were put into place
when the original Basin Plan was adopted in 1975 and are based on secondary drinking water
standards. These are the standards that are normally applied to treated drinking water supplies to
ensure that the customer’s water is aesthetically acceptable and are not based on public health
protection. The objectives do not consider the impact of natural lake processes on water quality, the
ability to treat the water downstream at a surface water treatment plant, or the use of the reservoirs
within San Diego County to store imported water supplies. As a result of these unrealistic
objectives, several local reservoirs have already been listed as “impaired’ water bodies.
Some of the key parameters associated with the existing “impaired” listings include nutrients, iron,
manganese, color, and turbidity. The water quality objectives for total dissolved solids (TDS) in the
Basin Plan are 300 mg/L for San Vicente and El Capitan and 500 mg/L for other local surface water
bodies. Last year, the TDS concentration in our imported water supplies ranged from 480 to 610
mg/L, in excess of the Basin Plan objectives. However, the San Diego Water Board has not listed
any reservoirs for exceeding the objectives TDS. To avoid any future conflicts on these issues,
consideration should be given to modifying the Basin Plan objective to reflect the imported water
TDS concentrations and natural lake conditions in a manner that protects the beneficial uses of these
sources.
Water Authority staff from the Water Resources and Operations and Maintenance Departments will
be meeting with a member agency Technical Advisory Committee to discuss options for addressing
these water quality issues with the San Diego Water Board. Addressing the impaired listing
concerns will likely require a Basin Plan amendment to change water quality objectives. In addition,
as part of the Integrated Regional Water Management Plan (IRWMP) update, the Water Authority
will be working with a variety of stakeholders in the region and San Diego Water Board staff to
develop approaches for working together to improve water quality of our local resources while
maximizing beneficial uses. A white paper will be developed and incorporated into the IRWMP
which identifies issues and collaborative solutions. Solutions for the impaired water body listing of
drinking water reservoirs could be incorporated into that effort.
Prepared by:
Reviewed by:
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Toby Roy, Water Resources Manager
Ken Weinberg, Director of Water Resources

February 15, 2012
Attention: Water Planning Committee
Natural Community Conservation Plan/Habitat Conservation Plan Implementation (Information)
Purpose
To provide a status report on the Natural Community Conservation Plan/Habitat Conservation Plan
Implementation.
Background
On December 9, 2010, the Board certified a Natural Community Conservation Plan/Habitat
Conservation Plan (NCCP/HCP) environmental impact report and approved the project. As part of that
approval, the Board authorized the General Manager to execute an implementing agreement with the
California Department of Fish and Game (CDFG) and the U.S. Fish and Wildlife Service (USFWS)
obligating the Water Authority to integrate environmental commitments spelled out in the NCCP/HCP
for planning, constructing, maintaining and operating all Water Authority facilities into the future. The
obligations will become standard practice for environmental protection.
During the 12 months following Board approval, the CDFG and USFWS completed species analysis;
prepared and finalized their respective permits; and, in the case of the USFWS, finalized
documentation required by the National Environmental Policy Act (NEPA), the federal equivalent to
the California Environmental Quality Act (CEQA). The CDFG and USFWS executed the
implementing agreement and issued permits with effective dates of December 21, and December 30,
2012, respectively. The term of each permit is 55 years.
Discussion
The Water Authority received long-term state and federal Endangered Species Activities (ESA)
permits that authorize impacts to 63 plant and animal species, 19 of which are currently state or
federally listed as endangered or threatened (Attachment A). As long as the Water Authority abides by
obligations contained in the NCCP/HCP, these permits provide certainty in the type and amount of
mitigation required for future impacts to covered species and their habitats. A significant benefit from
the NCCP/HCP is that time and cost for endangered species activities will be reduced; by permitting
our typical capital projects and operations and maintenance at a comprehensive scale, the Water
Authority can implement field activities quicker and with less risk. Because the NCCP/HCP treats all
63 species as though they were listed, should any of the 44 currently unlisted species become listed,
they will be automatically covered by the permits resulting in no disruption to ongoing Water
Authority activities.
The permits include the entire Water Authority service area and a portion of Riverside County,
specifically the existing MWD pipeline alignments from the San Diego County line northward to
Diamond Valley and Skinner Reservoirs. Water Authority activities that comply with the NCCP/HCP
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are conditionally approved for species take within this area. Because there is considerable uncertainty
in what or where the Water Authority will undertake future projects, the NCCP/HCP contains
requirements for additional environmental evaluation at the time a specific project is proposed.
Depending on the location and type of project, a major or minor permit amendment may be required.
The amendment process is established in the executed implementing agreement and is designed to be
completed in conjunction with any required project-specific CEQA analysis. Thus, NCCP/HCP
compliance will be assessed concurrent with CEQA.
Now that the permits are issued, the Water Authority has commenced implementation. In addition to
ensuring that pre-established mitigation lands are managed to retain habitat values, staff will be
developing procedures and practices to insure that future capital improvement projects, operations and
management, and right of way management activities comply with the NCCP/HCP and associated
permits. Initial concentration of effort will be on:


Developing an early screening procedure for the Facility Planning group to identify any
potential deviation from the NCCP/HCP that could adversely impact schedule or budget;



Drafting revisions to the Standard Specification General Conditions, as necessary; and,



Developing an NCCP/HCP compliance addendum for existing operations and maintenance and
right of way management policy, practices and procedures manuals (PPPs).

Prepared by:
Reviewed by:

Laurence Purcell, Water Resources Manager
Ken Weinberg, Director of Water Resources

Attachment A:

Covered Species Summary List
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Attachment A
COVERED SPECIES SUMMARY LIST
Common Name

Status

Plants (26)

Common Name

Status

Reptiles (9)

San Diego thorn-mint

CE/FT/CH

Southwestern pond turtle

CSC

California adolphia

CNPS 2

Belding’s orange-throated whiptail

CSC

San Diego ambrosia

FE/CH

Coastal western whiptail

*

Encinitas baccharis

CE/FT

San Diego banded gecko

*

Thread-leaved brodiaea

CE/FT/CH

Northern red diamond rattlesnake

CSC

Orcutt’s brodiaea

CNPS 1B

San Diego ring-neck snake

*

Dunn’s mariposa lily

CR

Coronado skink

CSC

Lakeside ceanothus

CNPS 1B

Coastal rosy boa

*

Southern tarplant

CNPS 1B

Coast San Diego horned lizard

CSC

Smooth tarplant

CNPS 1B

Birds (13)

Otay tarplant

CE/FT/CH

Tricolored blackbird

CSC

Variegated dudleya

CNPS 1B

Southern California rufous-crowned sparrow

*

Sticky-leaved dudleya

CNPS 1B

Grasshopper sparrow

CSC

San Diego button-celery

CE/FE

Bell’s sage sparrow

*

San Diego barrel cactus

CNPS 2

Western burrowing owl

CSC

San Diego marsh-elder

CNPS 2

San Diego cactus wren

CSC

Felt-leaved monardella

CNPS 1B

Southwestern willow flycatcher

FE/CE/CH

Willowy monardella

CE/FE/CH

California horned lark

CSC

San Diego goldenstar

CNPS 1B

Yellow warbler

CSC

Spreading navarretia

FT/CH

Yellow-breasted chat

CSC

Chaparral nolina

CNPS 1B

Loggerhead shrike

CSC

San Diego mesa mint

CE/FE

Coastal California gnatcatcher

FT/CH/CSC

Otay Mesa mint

CE/FE

Least Bell’s vireo

FE/CE/CH

Nuttall’s scrub oak

CNPS 1B

Mammals (8)

Munz’s sage

CNPS 2

Dulzura pocket mouse

Parry’s tetracoccus

CNPS 1B

Northwestern San Diego pocket mouse

CSC

Stephens’ kangaroo rat

FE/CT

Invertebrates (5)

CSC

San Diego fairy shrimp

FE/CH

Mountain lion

*

Quino checkerspot butterfly

FE/CH

San Diego black-tailed jackrabbit

CSC

Harbison’s Dun skipper

*

San Diego woodrat

CSC

Hermes copper butterfly

*

Southern grasshopper mouse

CSC

Riverside fairy shrimp

FE/CH

Los Angeles pocket mouse

CSC

Amphibians (2)
Arroyo toad

FE/CSC/CH

Western spadefoot toad

CSC

Status
FE = Federal listed, endangered
FT= Federal listed, threatened
CH = Critical Habitat designated
CE = State listed, endangered
CT= State listed, threatened
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CR = State listed, rare
CSC = State Species of Special Concern
CNPS 1B = Species rare, threatened, or endangered in California and elsewhere
CNPS 2 = Species rare, threatened, or endangered in California, but more common elsewhere
* = Biologically rare, very restricted in distribution, or declining throughout their range

February 15, 2012
Attention: Water Planning Committee
Water supply and demand conditions. (Information)
Purpose
To provide a status report on water supply and demand conditions.
Background
Dry conditions prevail on the State Water Project and the Colorado River Basin.
Discussion
State Water Project
The State Water Project (SWP) Table A allocation remains at the initial 60 percent for calendar
year 2012. According to the California Department of Water Resources (DWR), the 60 percent
delivery estimate is largely based on the known quantity of carryover reservoir storage.
Unknown is how much rain and snow the state will get the rest of this winter. DWR may adjust
the SWP delivery estimate to reflect changing hydrologic conditions.
Precipitation and snowpack continue to be
Table 1.
below average for this time of year. On
Snow Water Equivalents - Feb. 13, 2012
February 12, 2012, the Northern Sierra 8Region
Percent Normal
Station Precipitation Index was 16 inches, or
North
35%
just 52 percent of average. DWR conducted its
Central
28%
second manual snow survey of the season on
South
34%
February 1, 2012. Snowpack was only 37
Statewide
32%
percent of normal for the date statewide. Snow
water equivalents (electronic readings) on February 13 are shown in Table 1. Runoff from
October 1 through January 31, 2012 for the Sacramento River was only 41 percent of average.
As of February 1st, the 2012 water year runoff forecast for the Sacramento River is 51 percent of
average.
Reservoir storage remains above average in
many key reservoirs. Table 2 shows storage
in Oroville and San Luis reservoirs.
Colorado River
Conditions are also dry on the Upper
Colorado River Basin. Supply conditions on
February 13, 2012 are as follows:
•
•
•

Table 2.
SWP Reservoir Storage Levels Feb. 12, 2012
Storage in MAF
Percent of Capacity
Percent of Average

San Luis
1.86
91%
110%

Upper Colorado Basin precipitation: 84 percent of average
Snowpack conditions: 71 percent of average
Lake Powell unregulated inflow observed in January:99 percent of normal
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Oroville
2.55
72%
104%

Water Planning Committee
February 15, 2012
Page 2 of 2
•
•

Projected water year 2012 Lake Powell unregulated inflow: 78 percent of normal
Total system contents: 38.2 million acre-feet (MAF), or 64% of capacity

Metropolitan Water District
The Metropolitan Water District of Southern California (MWD) reported on supply and demand
conditions in its monthly Water Surplus and Drought Management (WSDM) report, dated
February 14, 2012. Table 3 provides MWD’s projected supply and demand balance for calendar
year 2012, under a range of demands and assuming a 60 percent SWP Table A allocation.
Table 3. MWD CY 2012 Supply and Demand Balance (in Acre-Feet)
Supply
Colorado River Aqueduct Supply*
State Water Project Supply
Total Supply
Estimated Member Agency Demand
(includes obligations and losses)
Net Supplies Available to Store

Low Demand
905,000
1,148,000
2,053,000

High Demand
905,000
1,148,000
2,053,000

1,650,000

2,000,000

403,000

53,000

*Includes the Water Authority’s QSA deliveries

Local Supply Conditions
Conditions in January were dry with
temperatures above average in the county.
Accumulated total precipitation for two
stations in San Diego County is shown in
Table 4.

Table 4. Precipitation: Oct. 1, 2011 - Feb. 12, 2012
Station

Inches

Percent Normal

Lindberg Field

4.8

95%

Ramona Airport

5.0

66%

Total local reservoir storage including the Water Authority’s carryover storage on February 13,
2012 was approximately 328,600 AF, about 24,500 AF less than this time last year. Storage
levels reflect withdrawals that occurred during this period, along with increases due to runoff.
The Water Authority had the following dry-year supplies in storage through December 31, 2011:
• Water Authority local carryover storage: 21,000 AF
• Water Authority Semitropic groundwater storage bank: 16,117 AF
Summary
Precipitation and snowpack are well below average on the State Water Project and the Colorado
River Basin. According to the National Weather Service, dry conditions partially brought about by
La Niña will continue into the winter months, likely transitioning to neutral conditions in the spring.
Key reservoir storage levels still remain near average, due to the exceptional carryover from last
year’s wet weather. Staff will continue to monitor and report on supply conditions to the Board.

Prepared by: Lesley Dobalian, Water Resources Specialist
Reviewed by: Ken Weinberg, Director of Water Resources

Page 13 of 199

February
y 15, 2012
Attention:

Water Planning Committee

R
Report
Water Resources
Purpose
This repo
ort includes the
t followin
ng exhibits fo
or January 20012:







Rainfall
R
totals for the mon
nth and wateer year to daate
Deliveries
D
to Member Ag
gencies (Exh
hibit A)
Water
W
Use by
y Member Agencies
A
(Exh
hibit B)
Storage Availlable to Mem
mber Agenciies (Exhibit C)
Firm Water Deliveries
D
to Member Ag
gencies (Exhhibit D)
W
Autho
ority Membeer Agency O
Operations (E
Exhibit E)
Summary of Water

RA
AINFALL T
TOTALS (iinches)

Janu
uary 2012

20111-2012 WAT
TER YEAR
R
(October 20011 through
h Septembeer 2012)

Sta
ation

Actual

Norm
mal

Acctual

N
Normal

D
Departure

%
Normal

Lindberrgh Field
(N.O.A.A.)

0.40

1.98

44.84

5.09

(0.25)

95

Lake Cu
uyamaca
(Helix
x W.D.)

2.14

5.54
4

1 1.75

15.57

(3.82)

76

Lake Henshaw
H
(Vistaa I.D.)

0.98

5.42
2

66.94

12.66

(5.72)

55

Sources: National Weeather Servicce, Helix Waater District, V
Vista Irrigatiion District.
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EXHIBIT A

MONTHLY WATER RESOURCES REPORT
Water Deliveries to Member Agencies
(acre-feet)

JANUARY 2012
January
MEMBER AGENCY
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
National City, City of
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
South Bay I.D.
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Deliveries To SDCWA Agencies
Less: Deliveries to SDCWA Storage
TOTAL MEMBER AGENCY DELIVERIES
Deliveries To South Coast W.D.
Deliveries From SDCWA Storage

12 Months Ended January

2012
1,020.0
79.8
1,068.3
828.8
1,346.4
209.4
70.6
1,683.6
1,167.6
2,219.9
767.8
2.7
673.6
1,221.8
317.4
289.9
9,405.9
246.4
345.3
110.0
1,132.0
1,847.9
691.1
26,746.2
205.7

2011
943.6
62.9
342.3
612.7
2,051.8
196.0
154.2
1,326.9
1,024.8
1,966.2
705.3
1.6
410.7
835.9
277.5
307.0
9,724.8
119.4
91.4
336.0
905.9
1,057.6
1,155.8
34.1
24,644.4
391.3

2012
16,134.4
1,103.9
14,103.6
11,872.5
18,456.8
3,397.8
2,172.6
23,091.5
19,141.0
30,411.6
11,392.0
53.0
10,587.3
19,662.0
6,294.5
5,864.2
165,339.9
2,530.2
5,214.9
8,876.1
16,000.1
26,785.5
11,308.9
1,149.1
430,943.4
5,744.2

2011
15,918.3
1,084.6
13,918.1
11,693.0
24,075.8
3,216.1
1,329.9
21,647.1
18,462.5
29,447.5
11,583.9
63.9
10,248.6
18,520.9
5,688.6
5,749.0
186,510.6
1,516.0
4,183.3
5,163.8
15,402.8
25,749.2
11,259.5
1,850.1
444,283.1
3,621.9

26,540.5

24,253.1

425,199.2

440,661.2

61.8
285.4

63.8
-

846.3
19,038.3

769.4
2,883.0

NOTES: Deliveries to SDCWA Storage consists of deliveries to CWA El Capitan, Lower Otay, San Vicente and
Sweetwater accounts. Deliveries from SDCWA Storage consists of storage drafts from the same accounts that have
been sold to San Diego and Sweetwater Authority.
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EXHIBIT B

MONTHLY WATER RESOURCES REPORT
Estimated Water Use by Member Agency
(acre-feet)

JANUARY 2012
Imported
Source

Local
Sources

S.D.C.W.A.
AGENCY

2012

Carlsbad M.W.D.

2011

1,091.0

Del Mar, City of
Escondido, City of
1

Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.

National City, City of

2

Surface
Water
2012
2011

1,001.6

79.8

62.9

998.0

677.4

808.9

625.6

1,309.1

2,076.9

209.4

196.0

678.5
973.0
-

2012

2011

-

-

179.9

43.3

-

-

-

1.3

0.8

81.1

63.7

-

-

9.1

1.2

1,685.6

1,417.0

-

12.2

-

26.7

13.7

847.8

639.3

8.8

11.4

14.8

-

-

2,293.5

2,100.5

-

59.7

42.5

-

-

269.1

238.5

738.4

154.2
1,326.9

-

-

Olivenhain M.W.D.

1,167.6

1,024.8

-

-

-

Otay W.D.

2,219.9

1,966.2

-

-

764.4

687.1

-

-

Padre Dam M.W.D.
3

Pendleton M.R.

Reclaimed
Water
2012
2011

-

67.4

2

456.3

Groundwater

1,683.6

Oceanside, City of

January
Totals

170.0

2012

2011

1,270.9

1,044.9

73.1

265.1

-

-

596.8

589.3

136.2

298.6

-

-

1,819.8

1,625.5

-

72.8

62.0

1,240.4

1,086.8

-

-

207.7

59.1

2,427.6

2,025.3

-

-

26.0

24.1

790.4

711.2

64.5

65.4

-

-

90.0

85.0

654.5

569.2

673.6

553.7

4.7

63.7

-

-

-

-

678.3

617.4

Rainbow M.W.D.

1,221.8

863.9

-

-

-

-

-

-

1,221.8

863.9

Ramona M.W.D.

435.7

324.2

-

-

-

-

30.9

21.6

466.6

345.8

Rincon Del Diablo M.W.D.

289.9

307.0

-

-

-

-

73.5

105.7

363.4

412.7

San Diego, City of

9,430.2

8,957.3

3,965.5

3,940.8

-

-

200.0

199.3

13,595.7

13,097.4

San Dieguito W.D.

246.7

119.4

149.8

283.1

-

-

27.4

11.8

423.9

414.3

Santa Fe I.D.

330.3

91.9

169.8

338.7

-

-

14.4

13.4

514.5

444.0

711.6

370.4

90.1

Poway, City of

2

South Bay I.D.

105.1

335.9

Vallecitos W.D.

1,129.8

900.7

Valley Center M.W.D.

1,847.9

1,057.6

691.1

1,155.8

Vista I.D.
Yuima M.W.D.

-

TOTAL USE
PERCENT CHANGE
1

26,865.7

572.5

34.1
24,566.5

7,681.7

9%

De Luz figures included in Fallbrook P.U.D. total.
Brackish groundwater use included in groundwater totals.
3
Pendleton's imported water use includes water delivered by South Coast Water District.

2
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30%

500.0

418.8

-

-

906.8

910.6

-

-

-

-

1,129.8

900.7

-

-

-

30.0

40.9

1,877.9

1,098.5

-

-

-

-

1,263.6

1,155.8

-

-

203.3

96.4

36,623.1

32,468.7

-

5,913.9

204.3

203.3

62.3

1,086.0

1,306.4

-17%

989.7
45%

681.9

13%

EXHIBIT C

MONTHLY WATER RESOURCES REPORT
Reservoir Storage
(acre-feet)

JANUARY 2012
Member Agency

Reservoir

Carlsbad M.W.D.
Escondido, City of

Maerkle
1

Capacity

JANUARY 2012

% of
Capacity

JANUARY 2011

% of
Capacity

Change
During Month

600

183

31%

165

28%

(60)

Dixon

2,606

2,392

92%

2,325

89%

74

Wohlford

6,506
9,112

2,222
4,614

34%
51%

1,982
4,307

30%
47%

74

Subtotal
Fallbrook P.U.D.

Red Mountain

1,335

608

46%

720

54%

20

Helix W.D.

Cuyamaca

8,195

844

10%

2,722

33%

65

9,790
17,985

9,061
9,905

93%
55%

8,987
11,710

92%
65%

83
149

3,330

2,904

87%

3,168

95%

(36)

625

175

28%

141

23%

23

Morro Hill

465
1,090

0
175

0%
16%

64
205

14%
19%

23

Ramona

12,000

2,661

22%

2,769

23%

(135)

Barrett

34,806

27,375

79%

34,567

99%

(1,161)

Jennings
Subtotal
Poway, City of

Poway

Rainbow M.W.D.

Beck

Subtotal
Ramona M.W.D.
San Diego, City of

2

El Capitan

112,807

71,802

64%

70,227

62%

(2,888)

Hodges

30,251

23,696

78%

28,402

94%

(494)

Lower Otay

49,849

35,434

71%

32,782

66%

157

Miramar

6,682

5,142

77%

5,549

83%

(241)

Morena

50,694

11,910

23%

8,510

17%

(78)

Murray

4,684

4,215

90%

4,145

88%

(63)

San Vicente

89,312

35,198

39%

29,823

33%

(185)

Sutherland

29,508
408,593

13,689
228,461

46%
56%

14,881
228,884

50%
56%

(875)
(5,827)

Subtotal
San Dieguito WD/Santa Fe ID

San Dieguito

883

400

45%

495

56%

(22)

Sweetwater Authority

Loveland

25,400

22,806

90%

19,822

78%

(2,594)

Sweetwater

28,079
53,479

12,285
35,091

44%
66%

7,503
27,325

27%
51%

373
(2,222)

Subtotal
Valley Center M.W.D.
Vista I.D. 3

Turner
Henshaw

MEMBER AGENCY TOTAL
WATER IN STORAGE

SDCWA Accounts (Source: CWA
Monthly Storage Reports)

1,612

1,475

92%

1,612

100%

(32)

51,774

4,747

9%

12,425

24%

(1,553)

561,793

291,224

52%

293,785

52%

(9,622)

8,179
765
5,935
3,828
2,990
21,696

El Capitan *
Hodges
L. Otay *
San Vicente *
Sweetwater

Subtotal
TOTAL WATER
IN STORAGE

13,316
109
5,326
12,811
5,916
37,477

(30)
880
(205)
36
(29)
653

561,793

312,920

56%

331,262

59%

(8,969)

44,264
800,000
3,537,600

39,325
784,782
2,544,960

89%
98%
72%

39,325
678,358
2,439,164

89%
85%
69%

2,378
(1,516)
(125)

4,381,864

3,369,067

77%

3,156,847

72%

OTHER AGENCIES

Metropolitan Water District
State Water Project
TOTAL OTHER
WATER IN STORAGE
1

Skinner
Diamond Valley
Oroville

Excludes storage allocated to Escondido Mutual Water Co. or its rights to a portion of the unallocated water in Lake Henshaw.
Includes reserves subject to city's outstanding commitments to San Dieguito WD, and California American Mutual Water Co. (Cal-Am)
SDCWA has storage contracts in City of San Diego reservoirs in the amount of 40,000 AF, if available capacity exists.
3
Includes allocated and unallocated water in Lake Henshaw.
* Evaporation/seepage losses estimated.
2
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EXHIBIT D

MONTHLY WATER RESOURCES REPORT
Tier 1 Estimated Deliveries to Member Agencies
(Figures in acre-feet)

Calendar Year 2012 through January
CY2012 Tier 1
Threshold 1
18,354.7
1,408.3
23,694.4
12,569.4
38,421.4
4,718.2
28,848.1
19,347.5
32,173.0
14,321.5
1,141.3
13,575.6
23,572.1
8,101.1
7,307.0
215,438.4
4,692.0
7,895.9
13,094.7
14,641.2
26,252.9
17,576.3
94.0
547,239.0

AGENCY
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside M.W.D.
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton M.C.B./South Coast W.D.
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
MEMBER AGENCY TOTALS
Less: QSA deliveries calendar year to date
Fallbrook wheeled water year to date
Deliveries to CWA carryover storage year to date 3
Deliveries from CWA storage year to date 4
Estimated Tier 1 deliveries calendar year to date
1

CYTD Firm
Deliveries 2
1,020.0
79.8
1,017.4
729.9
1,346.4
209.4
1,683.6
1,167.6
2,219.9
767.8
64.5
673.6
1,036.7
231.2
289.9
9,200.2
246.4
345.3
180.6
1,111.7
1,847.9
691.1
0.0
26,160.9
(13,975.0)
0.0
205.7
(285.4)
12,106.2

Tier 1 threshold is equal to all firm deliveries up to 90% of a member agency's historic maximum year firm demand
Firm deliveries are net of IAWP certifications received.
3
Includes forced deliveries and deliveries made through temporary carryover storage agreements.
4
Includes sales from Water Authority storage accounts.
2
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% of Tier 1
Threshold
5.6%
5.7%
4.3%
5.8%
3.5%
4.4%
5.8%
6.0%
6.9%
5.4%
5.7%
5.0%
4.4%
2.9%
4.0%
4.3%
5.3%
4.4%
1.4%
7.6%
7.0%
3.9%
0.0%
4.8%

2.2%

EXHIBIT E

MONTHLY WATER RESOURCES REPORT
Summary of Water Authority Member Agency Operations
JANUARY 2012

Member Agency Deliveries (AF)
26,541

January

2012

24,253
2011
425,199

2012

Previous
12 Months

440,661

2011

0

100,000

200,000

300,000

400,000

500,000

600,000

Member Agency Water Use
Surface
21%

Imported
73%

Local

Surface
13%

Imported
79%

Well &
Brackish
Recovery
4%

Well &
Brackish
Recovery
3%
Recycled
3%

JANUARY 2012

Recycled
4%

Previous 12 Months

Member Agency Storage (AF)
400,000
350,000
300,000
250,000

322,419
291,224

293,785
249,798

200,000
150,000
100,000

2012

2011

2012

2011

50,000
0

January

Generated:
2/9/12 4:20 PM

Page 19 of 199

Trailing 12-Month Average

700,000

IMPORTED WATER COMMITTEE
AGENDA FOR
FEBRUARY 23, 2012

Mark Watton – Chair
Gary Arant – Vice Chair
Yen Tu – Vice Chair
Jim Bond
Brian Brady
Lynne Heidel
Bill Knutson
Keith Lewinger

John Linden
Ralph McIntosh
Ron Morrison
Fern Steiner
Mark Weston
Barbara Wight
Doug Wilson

1.

Roll call – determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to address the
Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION
1.

2.

Bay Delta.
1-A Adopt Delta policy principles.
Staff recommendation: Adopt Delta Policy principles to
guide staff in evaluating Bay-Delta initiatives and the Water
Authority’s advocacy to ensure as successful implementation
of a Delta solution. (Action)
Metropolitan Water District Issues and Activities update.
2-A Metropolitan Water District Delegates report.
(Information) (supplemental materials)
2-B
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Amy Chen

Update on Metropolitan Water District's Proposed 2012/13
and 2013/14 Budget and associated Rates and Charges.
(Discussion)

Amy Chen

3.

III.

IV.

V.

Colorado River Programs.
3-A
Colorado River Board representative’s report.
(Information) (supplemental materials)

Bill Knutson

INFORMATION
1.

Metropolitan Water District Program report.

Amy Chen

2.

Bay-Delta quarterly update.

Jeff Volberg

CLOSED SESSION
1.

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination
Proceeding No. 4353

Dan Hentschke

2.

CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a) SDCWA v Metropolitan Water District of Southern California;
Case No. CPF-10-510830

Dan Hentschke

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

This meeting is called as an Imported Water Committee meeting. Because a quorum of the Board may be present, the meeting is also
noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the meeting pursuant to
Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including information items, may be
deliberated and become subject to action. All public documents provided to the committee or Board for this meeting including materials
related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed at the San
Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the reception desk during normal
business hours.
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February 15, 2012
Attention: Imported Water Committee
Adopt Delta Policy Principles. (Action)
Staff recommendation
Adopt Delta Policy Principles to guide staff in evaluating Bay-Delta initiatives and the
Water Authority’s advocacy to ensure a successful implementation of a Delta solution.
Alternatives
1. Modify one or more draft principles.
2. Do not adopt Delta Policy Principles.
Fiscal impact
None.
Background
The Sacramento-San Joaquin Bay Delta is an important water supply source for Southern
California. Metropolitan Water District (MWD) purchases water from the Department of Water
Resources through its State Water Project (SWP) contract. MWD is the SWP’s largest customer,
providing more than50 percent of its revenues. As such, MWD is the principle source of revenue
under the current SWP as it will be for any proposed Bay Delta solution. As the largest steady
purchaser of MWD water, the Water Authority has a vital interest in assuring that any Bay Delta
solution is financially sustainable. The Water Authority has advocated for a number of changes
in the MWD rate structure, including securing take-or-pay contracts with its member agencies or
other firm commitments to pay the fixed costs of a Delta conveyance project.
Discussion
The Water Authority has been a strong advocate for a sustainable Bay Delta solution. The Water
Authority actively engages in Bay Delta issues at the MWD board and other forums including the
State Capitol, where it lobbied for passage of the 2009 comprehensive Bay Delta bill package. The
2009 bill package approved as state policy the co-equal status of restoring the Delta ecosystem and
creating a more reliable water supply for California. Recently, the Water Authority held two BayDelta workshops receiving input from stakeholders on their views of the issues and a Bay Delta
solution. The Water Authority also participates directly on three Bay Delta Conservation Plan
(BDCP) working groups on Conveyance, Governance and Finance.
The Water Authority has consistently advocated for a “right-size” solution in the Delta that is also
supported by a broad range of stakeholders in order to reduce challenges to implementation. A
central point of the Water Authority’s advocacy position in determining the “right size” of a Bay
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Delta solution is clear commitments to pay through take-or-pay contracts or legal equivalent to pay
the fixed costs of a project.
The Delta Policy Principles will help guide staff as they evaluate the BDCP and other projects and
actions relating to the Bay Delta solution. Draft principles were presented to this committee for
review last month; the attached recommended principles reflect comments received on the prior
draft.

Prepared by: Debbie S. Discar-Espe, Senior Water Resources Specialist
Reviewed by: Jeff Volberg, Government Relations Manager
Amy I. Chen, MWD Program Chief
Approved by: Dennis A. Cushman, Assistant General Manager
Attachment:
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Delta Policy Principles

Attachment
Imported Water Committee
February 15, 2012
Page 3 of 4
San Diego County Water Authority
Delta Policy Principles
The San Diego County Water Authority Board of Directors supports a Bay Delta solution that will
meet the co-equal goals and provide San Diego County with a reliable, high-quality supply of
affordable, imported water consistent with the Water Authority’s Urban Water Management Plan
and Regional Facilities Optimization and Master Plan. The adopted policy principles will guide
staff in evaluating projects and actions concerning the Bay-Delta.
Water Supply Reliability
• Continue to support the co-equal goals of water supply reliability and environmental restoration
embodied in the 2009 Delta bill package.
• Support deliberative processes that are designed to ensure a meaningful dialogue with all
stakeholders in order to reduce future conflicts and challenges to implementation of a Bay Delta
solution.
• Provide regulatory certainty and predictable supplies to help meet California’s water needs in
the long-term.
• Encourage a Bay Delta solution that acknowledges, integrates and supports the development of
water resources at the local level including water use efficiency, seawater and brackish water
desalination, groundwater storage and conjunctive use, and recycled water including direct and
indirect potable reuse.
• Improve the ability of water-users to divert water from the Delta during wet periods, when
impacts on fish and ecosystem are lower and water quality is higher.
• Encourage the development of a statewide water transfer market that will improve water
management.
• Support improved coordination of Central Valley Project and State Water Project (SWP)
operations.
Ecosystem Restoration
• Restore the Bay-Delta ecosystem to a point where species listed under the state and federal
Endangered Species Acts are no longer threatened or endangered, taking into account all factors
that have degraded Bay-Delta habitat and wildlife.
• Work with all stakeholders to ensure a meaningful dialogue and that ecosystem restoration
issues are addressed in an open and transparent process.
Finance and Funding
• Encourage and support a Bay Delta solution and facilities that are cost-effective when compared
with other water supply development options for meeting Southern California’s water needs.
• Require the total cost of any Bay Delta solution be identified before financing and funding
decisions are made. The total cost must include the cost of facilities, mitigation and required or
negotiated ecosystem restoration.
• Allocate costs of the Bay-Delta solution to stakeholders in proportion to benefits they receive.
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•
•
•
•
•

Seek and support independent financial analyses of Bay-Delta solution including the ability of
all parties to pay their proportional costs.
Require a firm commitment and funding stream by all parties to pay for the fixed costs
associated with the proportional benefits they will receive from a Bay Delta solution, through
take-or-pay contracts or legal equivalent.
Condition financial support on provisions allowing access to any water conveyance or storage
facilities that are included in the Bay Delta solution.
Support the use of public funds to support specific projects and actions with identified costs that
protect and restore the environment and provide broad-based public benefits.
Oppose water user fees to fund ecosystem restoration and other public purpose, non-watersupply improvements in the Delta that benefit the public at large.

Facilities
• Require independent technical analysis of proposed key elements of the Bay-Delta solution,
including forecasting future urban and agricultural demands and size and cost of any proposed
conveyance facility, to ensure the solution realistically matches statewide needs.
• Support “right-sized” facilities to match firm commitments to pay for the Bay Delta solution.
• Allow access to all SWP facilities to facilitate water transfers.
Governance
• Support continued state ownership and operation of the SWP as a public resource.
• Support improved efficiency and transparency of all SWP operations.
• Oppose any transfer of operational control of the SWP or any of its facilities to MWD, the State
Water Project Contractors, Central Valley Project Contractors, the State and Federal Contractors
Water Agency, any entity comprised of MWD or other water project contractors, or any other
special interest group.
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February 15, 2012
Attention: Imported Water Committee
Update on Metropolitan Water District’s Proposed 2012/13 and 2013/14 Budget and
Associated Rates and Charges. (Information)
Purpose
This report provides an update on the Metropolitan Water District of Southern California’s (MWD)
proposed biennial budget for fiscal years 2012/13 and 2013/14 and the associated rates and charges.
Background
MWD presented its proposed biennial budget, revenue requirements and water rates and charges
for fiscal years 2012/13 and 2013/14 in early-January. A brief summary of MWD’s budget and
rates and charges were presented to the Imported Water Committee in January. MWD held
budget workshops on January 24, and February 13, 2012. In the January workshop, staff also
reviewed its water supply and demand forecast and key strategic priorities. In the February
workshop, staff reviewed two alternative rate proposals and their impacts; however, MWD staff
continues to recommend proposed average rate increases of 7.5 percent and 5 percent for 2013
and 2014.
The MWD board is scheduled to conduct a public hearing on the proposed rates and charges on
March 12, 2012. Traditionally, the MWD board adopts its rates and charges one month following
the public hearing on rates, which in this case, would be in April. However, at the February
workshop, the Committee Chair suggested, and the committee did not object, that the budget and
rates be adopted in March, following the public comments. The issue of whether MWD should
conduct additional workshop(s), and adopt its budget and rates in March was discussed at the
MWD board meeting, but because it was not an agendized item, the discussion was continued to
February 28, when the Executive Committee meets next.
The proposed biennial budget is based on a water delivery estimate of 1.7 million acre-feet (maf)
for 2012/13 and 2013/14. It assumes no discounted water sales for replenishment and agricultural
use. The estimated delivery of 1.7 maf is made up entirely by MWD’s full service sales of about
1.5 maf and wheeling of the Water Authority’s QSA water. This delivery assumption takes a
more conservative approach than prior budgets, but full service sales assumption of about 1.5
maf is 200 taf more than what MWD is tracking for this year and what it sold last year. Along
with water delivery revenues, the fixed charges (readiness-to-serve and capacity charges), taxes,
annexation fees, and other income result in projected revenues of $1.5 billion and $1.6 billion for
2012/13 and 2013/14, respectively. 2012/13 revenue is $35.6 million more than the 2011/12
“managed” budget, mainly due to water rate increases. The MWD board adopted the 2011/12
budget based on a water delivery assumption of 2 maf in August 2010, but last April when
reviewing the provisional 2012/13 budget, the board directed staff to “manage” the 2011/12
budget with the assumption that deliveries would be at 1.8 maf.
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MWD’s proposed expenditures, including the proposed Capital Investment Plan, are $1.8 billion
and $1.9 billion for 2012/13 and 2013/14, respectively. The proposed fiscal year 2012/13 budget
is about $20 million more than the 2011/12 managed budget, mainly due to increases in the State
Water Contract and Operations and Maintenance, debt service, and labor costs. The proposed
2013/14 budget is about $28.1 million more than the proposed 2012/13 budget, mainly attributed
to increases in Operations and Maintenance, capital investment program and debt service.
Based on these assumptions, staff is recommending a 7.5 percent “average” rate increase for
2013 and 5 percent “average” rate increase for 2014. No MWD member agency pays an
“average” rate. The recommended rates for Tier 1 supply (inclusive of Delta Supply Surcharge
for 2012) would decrease by about 9.1 percent and increase by 5.4 percent for 2013 and 2014
respectively, resulting in a total rate decrease between 2012 and 2014 of 4.3 percent. In contrast,
the transportation rates (System Access Rate, System Power Rate, and Water Stewardship Rate)
would increase by 15.9 percent in 2013 and slightly decrease by 1.4 percent for 2014, resulting
in a total rate increase between 2012 and 2014 of 14.4 percent. In 2008, the MWD board adopted
a Water Supply Surcharge (effective in 2009) to highlight costs associated with a broken Delta; it
modified the surcharge name to Delta Supply Surcharge in 2010 to reflect the impact of the Delta
pumping restrictions on MWD’s finances. Staff proposes to eliminate the Delta Supply
Surcharge for CY 2013 and 2014, even though the rationale creating the Delta Supply Surcharge
continues.
The Water Authority filed suit in 2010 alleging MWD misallocates supply costs to
transportation, unfairly discriminating against the Water Authority ratepayers because the Water
Authority is the only agency that relies on MWD significantly for transportation services.
See Attachment 1, Water Authority January board memo on MWD rates for details.
Discussion
MWD entered 2011/12 with continued challenges, including reduced water demands, and
revenues not keeping pace with expenses and the need to keep its existing supplies stable, such
as fixing the Delta. Because of a broken Delta, MWD was in allocation 2009 and 2010. It ended
allocations in 2011 because of significantly higher-than-average precipitation and the region’s
reduced water use. Its water deliveries declined almost 500 taf over the last four years from 2.26
maf in 2008 to 1.68 projected for 2012. MWD’s 2010 Regional Urban Water Management Plan
(RUWMP) shows average water deliveries in 2030 will be 22 percent lower than projected in its
prior RUWMP just five years ago. Rather than cutting expenses sufficiently to match anticipated
revenues, MWD has diverted funds intended for Capital Investment Projects (CIP) to pay for
operational expenses six out of seven years (2005-2011) and used reserves to make up the
revenue gap six out of the last eight years (2004-2011).
Assuming water deliveries of 1.7 million acre-feet, MWD developed a $1.8billion budget, which
includes $257.3 million for capital projects in 2012/13. For 2013/14, MWD proposes a $1.9
billion budget, which includes $294.6 million for capital projects. For 2012/13, this delivery
assumption takes into account 1.52 maf of firm sales, 185 taf of exchange. For 2013/14, the
delivery assumption includes 1.5 maf of full service sales, 198 taf of exchange. No discounted
replenishment or agricultural sales are assumed for both years. Although MWD’s board memo
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states that the water sales estimate is “conservative;” 2010/11 full service sales were about 1.3
maf and the current year is trending at 1.3 maf. Table 1 is a summary of total expenditures for
the proposed biennial budget.
In a peer survey MWD conducted last year, it showed MWD’s rate structure has one of the
lowest fixed revenues as a percent of total revenues at less than 20 percent. Thepredominant
revenue source for MWD is water sales and wheeling. Yet, more than 80 percent of MWD’s
expenses are fixed, committed via contract, bond covenant or required payments. The MWD
board does have control over discretionary expenditures such as funding of subsidy programs,
recreation programs, consulting services, travel expenditure, as well as timing for the CIP and
appropriate workforce levels. Yet, for too many years in the recent past, MWD has not reduced
its expenditures adequately to match reduced water sales revenues.
Rather than relying on reserves, or deferring current ratepayers’ obligations to future ratepayers,
MWD should reduce its spending, consistent with budget cuts already implemented by most of
the cities and retail agencies in Southern California. Actions that MWD should consider to
reduce its operating costs and realize potential ongoing savings include: 1) reducing its Demand
Management Programs, which should be funded at the local level so MWD can focus its
financial resources on stabilizing its imported supplies; 2) scrutinizing, prioritizing and deferring
(or scale-down) its CIP; and 3) identifying and appraising options to downsize its workforce to
reflect reduced demands, among other things. MWD’s February report states that by simply
reducing the proposed expenditures by $15 million in 2012/13 and by $20 million in 2013/14, it
could lower the 2013 average rate increase to 5 percent from the recommended 7.5 percent.
Table 1. Budget Summary-Total Expenditures (dollars in millions)

2011/12 1.8
MAF
“Managed”
Budget
Expenditures
State Water Contract
Supply Programs
Colorado River Power
Debt Service
Demand Management
Departmental O&M
Treatment Chemicals, Solids
& Power

$ 593.4
45.1
36.2
343.3
53.2
315.1

$ 563.8
44.9
24.9
352.3
53.6
329.3

$ 36.0
(2.4)
(9.2)
10.5
(5.9)
5.4

$ (29.7)
(0.2)
(11.3)
9.0
0.4
14.2

22.9

24.3

25.5

26.4

2.6

0.9

23.6

27.6

30.7

38.1

7.1

7.4

1,398.5

1,428.6

1,442.6

1,433.3

44.0

(9.3)

281.9
114.0

346.8
132.0

257.3
78.1

294.6
160.2

(24.7)
(35.9)

37.3
82.1

$ 1,794.5

$ 1,907.4

$ 1,778.0

$ 1,888.1

$ (16.5)

$ 110.1

*Totals may not foot due to rounding

Page 28 of 199

2013/14
Proposed

$ 552.7
45.4
46.5
355.3
60.7
316.2

Capital Investment Plan
Fund Deposits
TOTAL*

2012/13
Proposed

2013/14
Proposed
vs.
2012/13
Proposed

$ 557.5
47.5
45.4
332.8
59.1
309.8

Other O&M
Subtotal Expenditures

2012/13
Budget
(Provisional)

2012/13
Proposed
vs. 2011/12
1.8 MAF
“Managed”
Budget
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A second board budget workshop was held February 13 when the board heard staff’s response to
two rate alternatives: 1) 10 percent and 5 percent for 2013 and 2014, respectively; and 2) 5
percent and 5 percent for 2013 and 2014. In preparation for the budget workshop, the Water
Authority’s delegates submitted a set of questions and comments to MWD (Attachment 2). The
delegates questions were intended to facilitate the board’s deliberation on its proposed budget
and the associated rates and charges. A public hearing date has been set for March 12, 2012 for
interested parties to provide input regarding MWD’s rates and charges to be effective January 1,
2013 and January 1, 2014. The MWD board will consider taking action on the proposed biennial
budget and rates and charges in either March or April, depending on the outcome of the February
28 discussion.
Prepared by: Debbie Discar-Espe, Senior Water Resources Specialist
Reviewed by: Amy I. Chen, MWD Program Chief
Attachment 1: Report on Metropolitan Water District’s 2012/13 and 2013/14 Proposed Budget and
associated Rates and Charges, January 2012.
Attachment 2: Letter to Finance and Insurance Chair on Proposed Biennial Budget and
Associated Rates and Charges for 2012/13 and 2013/14, February 2012.
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January 18, 2012
Attention: Imported Water Committee
Report on Metropolitan Water District’s 2012/13 and 2013/14 Proposed Budget and
associated Rates and Charges. (Information).
Purpose
This report summarizes the Metropolitan Water District of Southern California’s (MWD) proposed
biennial budget for 2012/13 and 2013/14 and the associated recommended rates and charges for
calendar year (CY) 2012 and 2013.
Background
In 2007, the MWD board, faced with unplanned reduction in its State Water Project (SWP)
supplies, increased its rates and charges for CY 2008 by an average of 5.8 percent, in part to
purchase water from the spot market to augment supplies. In 2008, faced with continued supply
shortages, the MWD board increased its rates and charges by an average of 14.3 percent for CY
2009. In 2009, MWD instituted supply allocation to manage demand. Confronted with reduced
sales against large fixed expenses, the MWD board increased its CY 2010 rates and charges by
an average of 19.7 percent starting September 1, 2009 (an unprecedented move as MWD usually
increases its rates on January 1 of each year, but this action allowed an extra four months of
increased revenues). A Delta Supply Surcharge was also added. In 2010, the MWD board
adopted two years of rate increases averaging 7.5 percent per year for CY 2011 and 2012. MWD
staff forecasted average rates and charges increase of 5 percent for CY 2013 when the fiscal year
2012/13 budget was provisionally adopted last April. As part of its transition from annual budget
to biennial budget cycle, the MWD board adopted a “provisional” budget last April for 2012/13.
Discussion
MWD water supply and transportation services represent about 82 percent of the Water
Authority’s purchased water cost. The Water Authority has consistently provided review and
recommendations regarding MWD’s rate and charges because they have a significant impact on
the Water Authority’s cost of water and, therefore, the water rates it passes through to its
member agencies and water ratepayers. No agency pays “average” rates as reported by MWD;
indeed, the actual water rate increases the Water Authority has paid have differed considerably
than the “average” rate increases described in MWD board memos.
This January, the MWD board reviewed the recommended revenue requirements for fiscal years
(FY) 2012/13 and 2013/14, and approved March 12 as the public hearing date for rates and
charges. The board also approved changing MWD’s budget from a cash-year accounting basis to
a modified accrual basis. This change will afford MWD a one-time additional revenue of $17
million due to the additional two months of incremental rate increases revenues gained from
changing the budget base from cash to a modified accrual basis.
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The proposed budget expenditure for 2012/13 is $1.78 billion, which reflects a $129 million
decrease over the 2012/13 provisionally approved budget. The proposed budget expenditure for
2013/14 is $1.89 billion. Table 1 is a summary of total expenditures for the proposed biennial
budget.
Table 1. Budget Summary-Total Expenditures (dollars in millions)
2013/14
Proposed
vs 2012/13
Proposed

2011/12 1.8
MAF
“Managed”
Budget

2012/13
Budget
(Provisional)

$ 557.5
47.5
45.4
332.8
59.1
309.8

$ 552.7
45.4
46.5
355.3
60.7
316.2

$ 593.4
45.1
36.2
343.3
53.2
315.1

$ 563.8
44.9
24.9
352.3
53.6
329.3

$ 36.0
(2.4)
(9.2)
10.5
(5.9)
5.4

$ (29.7)
(0.2)
(11.3)
9.0
0.4
14.2

22.9
23.6

24.3
27.6

25.5
30.7

26.4
38.1

2.6
7.1

0.9
7.4

1,398.5
281.9

1,428.6
346.8

1,442.6
257.3

1,433.3
294.6

44.0
(24.7)

(9.3)
37.3

114.0

132.0

78.1

160.2

(35.9)

82.1

$ 1,794.5

$ 1,907.4

$ 1,778.0

$ 1,888.1

$ (16.5)

$ 110.1

Expenditures
State Water Contract
Supply Programs
Colorado River Power
Debt Service
Demand Management
Departmental O&M
Treatment Chemicals, Solids
& Power
Other O&M
Subtotal Expenditures
Capital Investment Plan
Fund Deposits
TOTAL*

2012/13
Proposed
vs 2011/12
1.8 MAF
“Managed”
Budget

2012/13
Proposed

2013/14
Proposed

*Totals may not foot due to rounding

To correspond with the biennial budget, MWD staff is recommending the adoption of rate
increases for two years with an average increase of 7.5 percent for CY 2013 and 5 percent for
CY 2014. These rate changes are premised on water “sales” of 1.7 million acre-feet (MAF)
(sales as defined by MWD includes its transportation of the Water Authority’s QSA water) in
both FYs 2012/13 and 2013/14. Under the rate proposal, no discounted water sales are assumed
because agricultural water rates have been phased out (CY 2012 was the last year the discounted
agricultural rates are offered) and the MWD staff is recommending a different form of program
for replenishment that may provide a form of a credit or subsidy offsetting the full service
purchases. The Water Authority has stated a number of concerns about the new program and is
awaiting further responses from MWD staff.
The budget assumption of 1.7 MAF for sales (including exchanges) assumption is more
appropriate than MWD’s past assumptions (e.g., the MWD board adopted the FY 2011/12
budget in August 2010 based on 2 MAF of sales (including exchanges), but directed staff to
“manage” the budget at 1.8 MAF last April when FY 2012/13 budget was provisionally
adopted). However, the assumption that MWD would sell 1.5 MAF at full service rates for FYs
2012/13 and 2013/14 is still more optimistic than what MWD’s currently tracking. MWD’s full
service sales are tracking closer to 1.3 MAF for FY 2011/12, staff reported this month (2011/12
water sales also include 225 TAF of discounted replenishment sales and 163 TAF of the Water
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Authority’s exchange water). With the drier than anticipated hydrology this water year, MWD
staff has indicated that the city of Los Angeles will roll back onto the MWD system this year,
thus driving up sales and revenues for FY 2012/13 (MWD does not have a peaking charge that
captures the standby costs associated with the Los Angeles Department of Water and Power’s
hydrologic peaking).
Under the proposed rates, MWD’s Tier 1 full service treated rate would increase 9.3 percent and
5.1 percent for CYs 2013 and 2014, respectively. The estimated rates and charges also include a
suspension of the Delta Supply Surcharge after 2012 (there was no prior discussion of this
change and the Water Authority is attempting to gain more information about it). With the
suspension of the Delta Supply Surcharge, MWD’s “de facto” Tier 1 supply rate (Delta Supply
Surcharge was added on Tier 1 purchases only) would decrease 9.1 percent in 2013 and increase
5.4 percent in 2013, while the transportation rate (combination of System Access Rate, System
Power Rate and Water Stewardship Rate) would increase 15.9 percent and decrease by 1.3
percent for CYs 2013 and 2014, respectively. There is no explanation why these rates and
charges are increasing at the stated levels. Table 2 illustrates the specific elements of the
estimated rates and charges effective January 1, 2013 and January 1, 2104.
Table 2. Budget Summary-Total Expenditures (dollars in millions)

$
$
$
$
$
$

149
290
228
190
41
260

-9.1%
0%
5.1%
39.7%
-4.7%
11.1%

$
$
$
$
$
$

157
290
247
164
42
302

5.4%
0%
8.3%
-13.7%
2.5%
16.2%

20122013 %
change
-4.3%
0%
13.8%
20.6%
-2.3%
29.1%

$
$

608
749

8.6%
9.2%

$
$

610
743

0.3%
-0.8%

8.9%
8.3%

$
$

868
1,009

9.3%
9.7%

$
$

912
1,045

5.1%
3.6%

14.9%
13.6%

29.5%
34.9%

29.5%
20.3%

2012
Supply Rate Tier 1* ($/AF)
$
164
Supply Rate Tier 2 ($/AF)
$
290
System Access Rate ($/AF)
$
217
System Power Rate ($/AF)
$
136
Water Stewardship Rate ($/AF)
$
43
Treatment Surcharge ($/AF)
$
234
Basic (M&I)/Full Service ($/AF)
Untreated
Tier 1
$
560
Tier 2
$
686
Treated
Tier 1
$
794
Tier 2
$
920
Long Term Seasonal/Replenishment ($/AF)
Untreated
$
442
Treated
$
651
Agricultural ($/AF)
Untreated
$
537
Treated
$
765
Readiness-to-Serve ($M)
$
146
Capacity Charge ($/cfs)
$ 7,400
*
**
***

2013

2013 %
change

2014

**
**

**
**

***
***
$
146
$ 6,600

***
***
$
189
$ 8,900

0%
-10.8%

2014 %
change

Tier 1 rate includes a $58/af Delta Supply Surcharge in 2012; MWD proposes to eliminate Delta Supply Surcharge after 2012
Under the current replenishment program proposal there would be no discounted replenishment rates after 2012.
The Interim Agricultural Water Program will be discontinued after 2012.
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Two MWD board budget workshops (January 24 and February 28) have been scheduled. A
public hearing date for March 12, 2012 has been set for interested parties to provide input
regarding MWD’s rates and charges to be effective January 1, 2013 and January 1, 2014. The
MWD board will consider taking action on the proposed biennial budget and rates and charges in
April. Water Authority staff will continue to monitor the biennial budget and rate and charges
and will report back to the Imported Water Committee.
Prepared by: Amy Chen, MWD Program Chief
Reviewed by: Dennis Cushman, Assistant General Manager
Attachment 1: MWD January 2012 Board Memo 8-1: Present proposed biennial budget, revenue
requirements and water rate and charges for fiscal year 2012/13 and 2013/14, and set
a public hearing date.
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Board of Directors

Finance and Insurance Committee

1/10/2012 Board Meeting

8-1
Subject
Present proposed biennial budget, revenue requirements, and water rates and charges for fiscal years 2012/13 and
2013/14, and set a public hearing date

Description
SUMMARY
The proposed biennial budget for fiscal years 2012/13 and 2013/14 (FY 2012/13 and FY 2013/14) continues to
reflect Metropolitan’s key priorities while keeping proposed increases to water rates and charges as low as
possible. This letter proposes a two-year (biennial) budget and corresponding two years of rates. Figure 1 below
shows the proposed rate increases for FY 2012/13 and FY 2013/14 as well as historical and projected rate
increases, the funding provided for key Metropolitan priorities, and progress towards meeting Metropolitan’s
financial policy goals.
Figure 1. Historical and Projected Rates, Reserves, Financial Indicators and Water Supply and
Conservation Spending
Reserves*

Maximum Reserve

Minimum Reserve

600
500
400
300
200
Million Dollars

100
0
2008

2009

2010

Ave Rate Increase
5.8% 14.3% 19.7%
Sales and Exchange, MAF
2.26
2.16
1.77
Revenue Bond Coverage
1.8
1.8
1.6
Fixed Charge Coverage
1.3
1.3
1.1
PAYGO, $M
42.9
30.1
36.7
Conservation, $M
16.0
36.2
22.3
Local Resources Program, $M 32.5
39.4
40.1
Supply Programs, $M
52.1
76.3 109.8
Retiree Health Care, $M
-

2011 2012 2013 2014
Fiscal Year Ending
7.5% 7.5% 7.5% 5.0%
1.72
1.68
1.70
1.70
1.5
1.5
1.6
1.9
1.0
1.1
1.2
1.4
45.0
45.0
55.0 125.0
12.9
15.8
20.0
20.0
35.2
39.4
33.2
33.6
99.7
64.0
45.1
44.9
5.0
10.0

2015

2016

2017

3.0%
1.75
2.0
1.4
125.0
20.0
41.2
48.5
15.0

3.0%
1.75
2.0
1.4
125.0
20.7
46.2
47.9
20.0

3.0%
1.75
2.0
1.3
125.0
21.4
52.2
42.8
25.0

* Reserves includes Water Rate Stabilization Fund (including SDCWA litigation account), Water Treatment Surcharge Stabilization
Fund, Revenue Remainder, and Water Stewardship Fund.
FY 2008 to FY 2012 are based on cash, FY 2013 and beyond are based on modified accrual
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The proposed biennial budget uses a more conservative water sales estimate of 1.70 million acre-feet (MAF) that
is 5.6 percent lower than the previous projection of 1.8 MAF. The reduction in projected water sales combined
with increased State Water Project (SWP) costs of $85 million and increased debt service costs of $10 million
make it necessary to have a proposed rate increase of 7.5 percent in FY 2012/13 and 5 percent in FY 2013/14. In
the three years beyond the proposed biennial budget, current projections are for rate increases in the 3 percent
range with all financial policy goals met or exceeded.
STEPS TAKEN TO KEEP PROPOSED RATE INCREASES LOW
Over the past several years, staff has taken a number of steps to minimize the financial impacts resulting from a
dramatic and sudden drop in projected water sales and increases in SWP and debt service costs. These steps are
as outlined below.
Careful management of vacant positions - Since 2008, Metropolitan has been steadily reducing authorized
positions and holding positions vacant whenever possible. In that time, 162 positions have been eliminated, of
which 138 were regular employee positions. This was done by carefully assessing the need for each position
vacated as employees retired from service. Over the last five years, 266 employees have retired. An examination
of current workforce demographics indicates that the pace of retirements is expected to approximately double
over the next five years. This will provide continuing opportunities to carefully consider each position before
filling to optimize staffing levels while challenging Metropolitan to retain required skill sets needed to maintain
operational efficiency.
Careful prioritization of capital program - Proposed capital spending over the biennial budget period totals
$552 million and would fund projects that are critical to maintaining water quality, reliability and worker safety.
This is $165 million less than in last year’s estimates. The primary factors driving the projected decrease in
capital expenditures are: (1) deferral of solar power projects that are not required for reliability and do not have
an adequate return on investment; (2) rescheduling several rehabilitation/retrofit projects that are still being
studied; (3) rescheduling of other rehabilitation projects to optimize contract work in coordination with day-today treatment plant operations; and (4) redesign of the Weymouth Oxidation Retrofit Program (ORP) to stage the
constructed capacity of the new facilities.
FUNDING OF KEY PRIORITIES
While every effort has been made to keep spending as low as possible, many of Metropolitan’s key priorities are
funded in this budget as outlined below.
Prioritized Capital Investment Plan (CIP)
The CIP budget for FY 2012/13 and FY 2013/14 is estimated to be $257 million and $295 million, respectively,
and is funded by a combination of debt and current operating revenues (PAYGO). The CIP will continue to
reflect the deferral of facility expansion and other projects that neither enhance reliability nor provide an adequate
return on investment while focusing on necessary refurbishment and replacement of aging infrastructure. Major
expenditures on CIP projects that will be in design, construction, and/or start-up during the next two years include
ORP projects at the Diemer and Weymouth treatment plants ($143 million); Infrastructure Reliability projects at
Metropolitan’s five treatment plants, not including the ORP ($140 million); and Infrastructure Reliability projects
throughout Metropolitan’s Colorado River Aqueduct, conveyance, and distribution systems ($150 million). These
projects account for almost 80 percent of the total CIP expenditures for fiscal years 2012/13 and 2013/14.
Rebuilding Water Storage Accounts
Supplies exceeding demands will allow Metropolitan to continue to increase storage reserves. The proposed
biennial budget provides funding for continued maximization of storage agreements in the region, the Central
Valley, and the Colorado River system. This initiative will help reduce the likelihood that Metropolitan will need
to declare a Water Supply Allocation in coming years.
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Conservation Programs
Funding is continued at the previously budgeted level of $20 million in FY 2012/13 and FY 2013/14 to help
ensure that our member agencies and retail water agencies meet the 20 percent by 2020 goal of reduced per capita
water consumption. While conservation expenditures for FY 2011/12 are trending below budget, incentives could
return to higher levels consistent with Metropolitan's long-term conservation plan adopted in August 2011,
depending upon board approval of conservation projects pursuant to the long-term conservation plan.
Local Resources Program (LRP)
LRP expenditures for FY 2012/13 and FY 2013/14 reflect incentives for existing LRP and Groundwater Recovery
Program projects. By FY 2016/17, it is anticipated that additional projects, which are eligible for incentives based
on project cost, will come on-line to meet the 2010 Integrated Resources Plan Update goals for local resource
development.
Focus on Bay-Delta/DHCCP
The proposed FY 2012/13 and FY 2013/14 biennial budget provides increased funding to aggressively pursue
near-term and long-term Bay-Delta solutions that will ensure a greater degree of water supply reliability for
Metropolitan's SWP supplies. Funding is directed at habitat restoration surveys and studies, environmental
documentation activities, technical evaluations and science modeling to support the Bay Delta Conservation Plan
and the Delta Habitat Conservation and Conveyance Program.
Workforce Planning/Succession
Metropolitan faces significant challenges in maintaining the required skills and capabilities needed to ensure
quality operations as technology, workforce demographics, governmental and regulatory issues, and unplanned
events evolve and unfold over the next decade. Current workforce demographic trends indicate that the pace of
retirements is expected to about double over the next five years. To address the expected vacancies, Metropolitan
has initiated a workforce planning/succession effort to ensure the availability of skilled employees needed to fill
critical positions. This effort will include assessment of leadership competencies, executive development, use of
disciplined workforce skill-gap analyses to understand critical skills at the various organizational levels, and
creation of training programs to prepare existing staff to replace critical positions. In addition to improved tools
for recruiting external talent, initiatives such as the Apprenticeship Program, Tuition Reimbursement, e-learning,
cross-training, mentoring, internships, and other forms of learning and development will take on increasing
importance as viable candidates are recruited, interviewed, and hired.
Addressing the Other Post Employment Benefits/Retiree Health Care (OPEB) Liability
Metropolitan has been funding the OPEB liability on a pay-as-you-go basis without setting aside assets to pay the
present value of the future liability to active employees and retirees. This future liability exceeds $400 million
and will continue to grow if left unaddressed.
This biennial budget begins the process of funding the actuarial required contribution by phasing in, over a fiveyear period, the additional $25 million that needs to be set aside annually thereafter. In FY 2012/13, $5 million
will be set aside, increasing to $10 million in the second year of the biennial budget. This amount will increase by
$5 million each year until the $25 million actuarial required contribution to the OPEB fund is reached in
FY 2016/17.
Operations and Maintenance
The FY 2012/13 budget includes $371.3 million for Operations and Maintenance (O&M), including labor and
benefits, water treatment chemicals, power, solids handling, professional services, and operating equipment
purchases. This is $15 million higher than the 2011/12 revised 1.8 MAF budget of $356.3 million reviewed by the
Board in April 2011, due primarily to: initial funding of Metropolitan's OPEB obligation, variable treatment costs,
initiation of the PC Replacement Program, an increase in employee medical insurance costs, promotion of key
initiatives and legal costs related to the Bay-Delta, and water quality, employment, and water rates litigation costs.
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As compared to the provisional 2012/13 budget of $368 million approved by the Board in April 2011, the
proposed 2012/13 budget is $3.3 million higher due primarily to an increase in funding of the OPEB obligation,
variable treatment costs, and operating equipment offset by a reduction in O&M labor and elimination of the
budget contingency.
The proposed 2013/14 O&M budget is $393.8 million, an increase of $22.5 million as compared to the 2012/13
proposed budget. This is primarily due to merit increases for eligible employees, an increase in funding of OPEB,
variable treatment costs, and completion of the PC Replacement Program.
A summary of Metropolitan's FY 2012/13 and FY 2013/14 biennial budget is presented in Attachment 1.
RECOMMENDED FINANCIAL REPORTING CHANGE
The proposed biennial budget has been prepared on a modified-accrual basis instead of a cash basis. The
modified-accrual basis of accounting is in accordance with Generally Accepted Accounting Principles and
provides a better match of revenues and expenses for budgeting and reporting. This change in accounting basis
allows the recognition of a full six months of rate increase revenues that take effect on January 1 of each fiscal
year instead of only four months under the cash basis of accounting. As a result, revenues are $17 million greater
in FY 2012/13 and $18 million greater in FY 2013/14 than under the previous cash basis of accounting resulting
in a lower proposed rate increase. An added benefit is that a significant amount of staff time will be saved by not
having to maintain and report on a separate set of cash basis accounting records. If approved by the Board
pursuant to section 5106 of the Administrative Code, the adopted budget will reflect this change.
REVENUE REQUIREMENTS
To support the key priorities, the revenue requirements for FY 2012/13 and FY 2013/14 are estimated to be
$1.38 billion and $1.46 billion, respectively. As shown in Table 1, the revenue requirement for FY 2012/13 is
about $112 million more than the projected revenue requirement in the current fiscal year. Costs are projected to
increase from about $1.43 billion in 2011/12 to about $1.51 billion in FY 2012/13. The main driver for the
increase is the substantial increase in SWP costs by $85 million, mostly due to increases in variable power rates.
Also increasing is debt service by $10 million and pay-as-you-go funding of the CIP. Taxes, interest income,
power, and miscellaneous income are expected to generate about $125 million, reducing the revenue requirement
from rates and charges in FY 2012/13 to about $1.38 billion.
In FY 2013/14, costs are projected at $1.58 billion, or $74 million higher than FY 2012/13. The main driver for
the increase is the substantial increase in pay-as-you-go funding of the CIP by $70 million. With $121 million in
revenue offsets, the revenue requirement is $1.46 billion in FY 2013/14.
Table 1. Revenue Requirements for FY 2012/13 and FY 2013/14

Departmental & Other O&M (w/o Variable Treatment)
Chemicals, Sludge & Power for Treatment
State Water Project (without Variable Power)
SWP Variable Power
CRA Power
Supply Programs paid from O&M
Demand Management
Debt Service
PAYGO
Change in Required Reserves
Subtotal expenditures
Revenue Offsets
Total Revenue Requirement
Totals may not foot due to rounding
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2011/12
Projected
$
340.6
32.2
373.1
135.2
33.0
64.0
55.1
333.3
45.0
18.2
1,429.7
158.6
$
1,271.1

$ Millions
2012/13 Test 2013/14 Test
Year
Year
$
345.8 $
367.4
25.5
26.4
392.8
364.0
200.6
199.7
36.2
24.9
45.1
44.9
53.2
53.6
343.3
352.3
55.0
125.0
11.0
24.2
1,508.6
1,582.5
125.0
121.5
$
1,383.6 $
1,461.0
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RATES AND CHARGES FOR 2013 AND 2014
Pursuant to Metropolitan’s Administrative Code (section 4304), at its January meeting, the Finance and Insurance
Committee will set a public hearing to receive input on Metropolitan’s rates and charges. This hearing is to take
place prior to the committee’s regularly scheduled meeting in April. In addition to this action, the committee also
reviews the General Manager’s analysis of the revenue requirement for FY 2012/13 and FY 2013/14, and the rates
and charges needed to meet the revenue requirement. The Cost of Service analysis detailed in Attachment 2 and
Attachment 3 is consistent with the Cost of Service process used since the Board adopted the current rate structure
in October 2001. This analysis shows that an overall rate increase of 7.5 percent in 2013 and 5 percent in 2014
would be necessary to achieve the Board direction of collecting the full Cost of Service in FY 2012/13 and
FY 2013/14.
The specific elements of the rate increase effective January 1, 2013 and January 1, 2014, shown in Table 2,
“Estimated Rates and Charges,” were determined pursuant to the Cost of Service analysis shown in Attachment 2
and Attachment 3. The estimate of rates and charges for FY 2012/13 was based on a total revenue requirement
of $1.38 billion. The existing rates, which are effective through December 31, 2012, and the rates under a
7.5 percent increase, effective January 1, 2013, would generate combined revenue of $1.37 billion based on total
sales of 1.7 million acre-feet.
The estimate of rates and charges for FY 2013/14 was determined on a total revenue requirement of $1.46 billion.
Projected revenues from rates and charges in FY 2013/14 are $1.46 billion on total sales of 1.7 million acre-feet.
Rate increases for FY 2014/15 to FY 2016/17 are projected to be 3 percent each year.
Table 2. Estimated Rates and Charges

Tier 1 Supply Rate ($/AF)
Delta Supply Surcharge ($/AF)
Tier 2 Supply Rate ($/AF)

Effective January 1

2012
$95
$69
$290

2013
$149
*
$290

2014
$157
*
$290

System Access Rate ($/AF)

$217

$228

$247

Water Stewardship Rate ($/AF)

$43

$41

$42

System Power Rate ($/AF)

$136

$190

$164

Full Service Untreated Volumetric Cost ($/AF)
Tier 1
Tier 2
Replenishment Water Rate Untreated ($/AF)
Interim Agricultural Water Program Untreated ($/AF)

$560
$686
$442
$537

$608
$749
**
***

$610
$743
**
***

Treatment Surcharge ($/AF)
Full Service Treated Volumetric Cost ($/AF)
Tier 1
Tier 2
Treated Replenishment Water Rate ($/AF)
Treated Interim Agricultural Water Program ($/AF)

$234

$260

$302

$794
$920
$651
$765

$868
$1,009
**
***

$912
$1,045
**
***

Readiness-to-Serve Charge ($M)

$146

$146

$169

$7,400

$6,600

$8,900

Capacity Charge ($/cfs)

* The Delta Supply Surcharge will be suspended after 2012.
** Under the current replenishment program proposal there would be no discounted replenishment rates after 2012.
*** The Interim Agricultural Water Program will be discontinued after 2012.
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RECOMMENDATION
This letter requests that the Board set a public hearing for the March 2012 meeting of the Finance and Insurance
Committee at which interested parties may provide input regarding Metropolitan’s rates and charges to be
effective January 1, 2013 and January 1, 2014; and approve the modified-accrual basis of accounting as described
in this letter.

Policy
Metropolitan Water District Administrative Code Sections 4304 and 5107: Apportionment of Revenues and
Setting of Water Rates and Charges to Raise Firm Revenues, and Biennial Budget Process

California Environmental Quality Act (CEQA)
CEQA determination for Options #1 and #2:
The proposed action is not defined as a project under CEQA, because it involves continuing administrative
activities, such as general policy and procedure making (Section 15378(b)(2) of the State CEQA Guidelines). In
addition, the proposed action is not subject to CEQA because it involves the creation of government funding
mechanisms or other government fiscal activities, which do not involve any commitment to any specific project
which may result in a potentially significant physical impact on the environment (Section 15378(b)(4) of the State
CEQA Guidelines). For those anticipated projects listed in the budget that may require subsequent board
approval, a CEQA review will be carried out and, if appropriate, environmental documentation for such projects
will be prepared and processed in accordance with CEQA and the State CEQA Guidelines.
The CEQA determination is: Determine that the proposed action is not subject to CEQA pursuant to
Sections 15378(b)(2) and 15378(b)(4) of the State CEQA Guidelines.
CEQA determination for Option #3:
None required

Board Options
Option #1
Adopt the CEQA determination and
a. Set a public hearing for the March 2012 meeting of the Finance and Insurance Committee at which
interested parties may provide input regarding Metropolitan’s rates and charges to be effective
January 1, 2013 and January 1, 2014; and
b. Approve the modified-accrual basis of accounting as described in this letter.
Fiscal Impact: Recognition of a full six months of rate increase revenue instead of only four months, and
some reduction in costs by eliminating the need to maintain a separate set of accounting records on the cash
basis.
Option #2
Adopt the CEQA determination and
a. Set a public hearing for the March 2012 meeting of the Finance and Insurance Committee at which
interested parties may provide input regarding Metropolitan’s rates and charges to be effective
January 1, 2013 and January 1, 2014; and
b. Do not approve the modified-accrual basis of accounting as described in this letter.
Fiscal Impact: Potentially higher required rate increases, or further cost reductions, and continued higher
costs due to the need to maintain a separate set of accounting records on a cash basis.
Option #3
Take no action.
Fiscal Impact: Delay in rate setting process, and potentially no increase in revenues from rates and charges.

Page 39 of 199

1/10/2012 Board Meeting

8-1

Page 7

Staff Recommendation
Option #1

12/28/2011
Gary Breaux
Chief Financial Officer

Date

12/28/2011
Jeffrey Kightlinger
General Manager

Date

Attachment 1 – Biennial FY 2012/13 and FY 2013/14 Budget Summary
Attachment 2 – Metropolitan Water District of Southern California, FY 2012/13 Cost of Service
Attachment 3 – Metropolitan Water District of Southern California, FY 2013/14 Cost of Service
Ref# cfo12615597
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Biennial Budget Summary
FY 2012/13 & 2013/14

The biennial budget includes a discussion of
sources and uses of funds. The budget is
developed and monitored on a modifiedaccrual basis. This means that revenues and
expenses are recognized in the period they are
earned and incurred regardless of whether
cash has been received or disbursed.

The modified-accrual basis of accounting is in
accordance with Generally Accepted
Accounting Principles (GAAP) and provides a
better match of revenues and expenses for
budgeting and reporting.

Million Dollars

Figure 1. Sources of Funds

2,000
1,800
1,600
1,400
1,200
1,000
800
600
400
200
0

R&R & General Fund
Bond Proceeds &
Reserves
Other Revenue
Taxes & Annexation
Fees
Fixed Charges
Water Sales
2011/12
2012/13
Revised 1.8 Proposed
MAF Budget

2013/14
Proposed

SOURCES OF FUNDS
Estimated revenues from water sales, fixed
charges (readiness-to-serve charge and capacity
charge), taxes and annexation fees, and other
miscellaneous income (interest income, power
recovery, etc.) are projected to be $1.50 billion
for fiscal year 2012/13 and $1.58 billion for
fiscal year 2013/14. For 2012/13 this is
$35.6 million more than the 2011/12 revised
budget and for 2013/14 this is $80.4 million
more than 2012/13. The increase in revenues is
due to increases in water rates and charges in
2012, and estimated increases in 2013 and 2014.
Figure 1 shows the major sources of funds.
Summaries of sources and uses of funds are
shown in Tables 6, 7 and 8 at the end of this
section. A description of each revenue source is
included in the Glossary of Terms.
Page 41 of 199

Water Sales
Revenues from water sales are budgeted at
$1,197.2 million in 2012/13 and
$1,271.3 million in 2013/14 and are based on
rates and charges adopted by the Board for
January 1, 2012, plus a 7.5 percent rate increase
estimated for January 1, 2013 and 5 percent rate
increase for January 1, 2014.
Water sales for both 2012/13 and 2013/14 are
estimated to be 1.70 million acre-feet (MAF)
during the July through June fiscal year period.
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Figure 2. Water Sales Trend *
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* Proposed budget for FY 2012/13 and FY 2013/14 are based on modified accrual and
represent water sales for July through June, prior years are based on cash basis and represent
water sales for May through April.
The 2012/13 fiscal year water sales include
1.52 MAF of firm sales, zero replenishment
sales, zero agricultural sales, and 185 thousand
acre-feet (TAF) of exchange sales. Treated
sales are estimated to be 973 TAF or
57 percent of total sales in 2012/13. The
2013/14 fiscal year water sales include
1.50 MAF of firm sales, zero replenishment
sales, zero agricultural sales, and 198 TAF of
exchange sales. Treated sales are estimated to
be 973 TAF or 57 percent of total sales in
2013/14. Figure 2 shows the trend of water
sales.

Taxes and Annexation Fees
Revenues from taxes and annexation fees,
which will be used to pay voter-approved debt
service on general obligation bonds and a
portion of the capital costs of the State Water
Contract (SWC) are estimated to be
$82.6 million in 2012/13 and $81.1 million in
2013/14.
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Fixed Charges
The fixed charges are comprised of the
Capacity Charge and Readiness-to-Serve
Charge. In 2012/13 these charges are
estimated to generate $30.8 million and
$146.0 million, respectively. In 2013/14 these
charges are estimated to generate
$29.1 million and $157.5 million, respectively.
In total this represents a $6.5-million increase
from the 2011/12 to the 2012/13 and a
$9.8 million increase from the 2012/13 to the
2013/14 budget.

Other Revenue
Interest earnings are estimated to total
$13.8 million and $14.3 million for 2012/13
and 2013/14, respectively, (including trust
accounts and construction funds).
Receipts from hydroelectric and Colorado
River Aqueduct (CRA) power sales are
estimated to be $23.6 million for 2012/13 and
$20.5 million for 2013/14.
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Other Sources
To meet the ongoing funding requirements of
the CIP, Metropolitan plans to issue
$190 million of fixed rate bonds in 2012/13
and $180 million of fixed rate bonds in
2013/14. These bonds are expected to
generate $352.8 million in bond proceeds,
after about $3 million to cover the cost of

Attachment 1, Page 3 of 15
issuance and $14 million to fund reserves.
The remaining CIP funding requirements will
be met from current operating funds (i.e.,
PAYGO from the R&R and General Fund). In
2012/13, a total of $1.78 billion will be
available for expenditures and other
obligations and in 2013/14 this figure will
increase to $1.89 billion.

Million Dollars

Figure 3. Uses of Funds
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USES OF FUNDS
Total uses of funds are $1.78 billion for
2012/13 and $1.89 billion for 2013/14.
Figure 3 shows the breakdown of expenditures
and other obligations that make up the Uses of
Funds for 2012/13 and 2013/14.

Colorado River Aqueduct Power
CRA power costs are projected to be
$36.2 million and $24.9 million based on
pumping 727 TAF and 890 TAF at Whitsett
Intake Pumping Plant, respectively, in 2012/13
and 2013/14. 2013/14 is $11.2 million lower
despite the increase in pumping as a result of
the expected use of exchange energy in
2013/14.

State Water Contract
State Water Contract (SWC) expenditures are
budgeted at $593.4 million for 2012/13 and
$563.8 million in 2013/14. This is based on
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total deliveries of 1.26 MAF for 2012/13, of
which 120 TAF are received via exchange,
and 1.14 MAF for 2013/14, of which 108 TAF
are received via exchange.
SWC power costs are expected to be
$270.7 million for 2012/13 and $230.0 million
for 2013/14 and include the cost of pumping
1.14 MAF and 1.03 MAF, respectively.
For 2012/13 the average total unit cost of
SWC power is expected to be about $238 per
acre-foot, which includes $61 per acre-foot for
fixed power costs and $176 per acre-foot for
variable pumping costs. For 2013/14 the
average total unit cost of SWC power is
expected to be about $223 per acre-foot,
which includes $29 per acre-foot for fixed
power costs and $193 per acre-foot for
variable pumping costs.
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SWC minimum operations, maintenance,
power, and replacement charges are estimated
to increase $5.1 million to $184.6 million in
2013/14. Capital charges are expected to
increase $5.9 million to $149.2 million in
2013/14.

groundwater recovery projects are expected to
produce about 58 TAF in 2012/13 at a cost to
Metropolitan of $8.5 million. In 2013/14
groundwater recovery projects are expected to
produce about 62 TAF at a cost to
Metropolitan of $8.7 million.

Demand Management Costs

The CCP provides financial assistance to
customers in Metropolitan’s service area for
water conservation programs. The budget for
CCP provides rebate funding for residential,
commercial, industrial, and landscape
conservation activities. The 2012/13 and
2013/14 funding for CCP has been budgeted at
$20.0 million per year.

Metropolitan provides financial assistance to
its member agencies for the development of
local water recycling and groundwater
recovery projects through the Local Resource
Program (LRP). Metropolitan also provides
financial assistance for the development of
conservation programs through the
Conservation Credits Program (CCP).
As part of the LRP, Metropolitan has entered
into agreements to provide financial assistance
to water-recycling projects. Recycling
projects that receive Metropolitan
contributions are expected to produce
162 TAF of recycled water, principally for
landscape irrigation, groundwater recharge,
and industrial uses in 2012/13 and 169 TAF in
2013/14. Metropolitan is expected to spend
$24.7 million in 2012/13 and $24.9 million on
these efforts in 2013/14.
Metropolitan has also entered into agreements
to provide financial assistance to projects to
recover contaminated groundwater. These

OPERATIONS AND MAINTENANCE
The proposed 2012/13 operations and
maintenance (O&M) budget, including
operating equipment purchases, is estimated to
be $371.3 million. This is $15.0 million higher
than the 2011/12 Revised 1.8 MAF budget of
$356.3 million presented to the Board in April
2011. The proposed 2013/14 O&M budget is
$393.8 million, an increase of $22.5 million as
compared to the 2012/13 proposed budget.
Table 1 summarizes the O&M budget by
expenditure type. A more detailed discussion
of significant factors impacting the proposed
O&M budgets follows Table 1.

Table 1. 2012/13 Operations & Maintenance Annual Budget (dollars) by Expenditure Type
2011/12
Revised 1.8
MAF Budget
Salaries and Benefits*
Variable Treatment **
Outside Services
Materials & Supplies ***
Cargill Settlement & OPEB
Other
Operating Equipment
Total O&M
Total Budgeted Positions

224,881,800
22,891,400
38,279,600
46,657,200
500,000
15,604,400
7,489,400
356,303,800
1,921

2012/13
Budget
229,248,400
24,281,700
38,868,200
48,106,900
20,187,400
7,344,700
368,037,300
1,921

* Includes Overhead Credit for Construction.
** Costs associated with treatment plants only.
*** Without chemicals associated with treatment plants.
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2012/13
Proposed

2013/14
Proposed

226,059,500
25,512,700
41,439,000
47,616,400
5,000,000
17,652,800
8,041,600
371,322,000
1,907

238,244,500
26,409,500
41,239,300
49,795,400
10,000,000
19,936,700
8,192,900
393,818,300
1,907

2012/13
2012/13
Proposed vs.
Budget vs.
2013/14
2012/13
Proposed
Proposed
(3,188,900)
12,185,000
1,231,000
896,800
2,570,800
(199,700)
(490,500)
2,179,000
5,000,000
5,000,000
(2,534,600)
2,283,900
696,900
151,300
3,284,700
22,496,300
(14)
-
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2012/13 O&M Budget
The proposed 2012/13 O&M budget includes
$371.3 million for labor and benefits, water
treatment chemicals, power, and solids
handling, materials and supplies, professional
services, and operating equipment purchases.
This is $15.0 million higher than the 2011/12
Revised 1.8 MAF budget of $356.3 million
reviewed by the Board in April 2011 due
primarily to initial funding of Metropolitan's
Other Post-Employment Benefits (OPEB)
obligation; variable treatment costs; initiation
of the PC Replacement Program; an increase
in employee medical insurance costs;
promotion of key initiatives and legal costs
related to the Bay-Delta; and increased
litigation costs related to water quality,
employment, and water rates.
The proposed 2012/13 budget is $3.3 million
higher than the provisional 2012/13 budget of
$368.0 million approved by the Board in April
2011 due primarily to beginning the phasing in
process towards full funding of the OPEB
obligation.
Salaries and Benefits – Labor costs, not
including those charged to construction, are
$226.7 million. Although the proposed
2012/13 budget assumes no across-the-board
salary increases, consistent with the
bargaining unit contracts approved by the
Board, overall O&M labor is $1.2 million
higher than the Revised 1.8 MAF 2011/12
budget. This increase reflects a $3.1-million
increase in the cost of employee benefits as
compared to the 2011/12 budget driven
primarily by employee and retiree medical
insurance cost increases. In addition, the
O&M budget also reflects $1.6 million for
merit increases for eligible employees and a
$0.9-million increase in overtime for planned
shutdown support offset by a reduction of
$2.4 million for elimination of 15 positions
and an increase in the construction overhead
applied as a credit reducing O&M labor by
$2.0 million.
The total personnel complement for 2012/13 is
1,907 positions, including 24 agency and
district temporary full-time equivalents
(FTEs), and reflects a decrease of 15 regular
positions from the 2011/12 budget. Total
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regular employee positions are 138 positions
below the 2008/09 budget. The proposed
2012/13 budget assumes a vacancy rate of
approximately 2.7 percent. Although this is
slightly less than the 3.2 percent assumed for
the 2011/12 budget, 10 regular employee
positions are held unfunded in lieu of a
vacancy rate. The value of these 10 positions
is equivalent to an overall vacancy rate of
about 3.3 percent.
Other O&M – As a result of reduced
revenues from water sales, initial funding of
Metropolitan's OPEB obligation to its current
and future retirees was eliminated from the
Revised 1.8 MAF 2011/12 budget. The
proposed 2012/13 budget includes $5 million
to renew that commitment. Consistent with
Metropolitan's IT Strategic Plan, the proposed
2012/13 budget includes $1.4 million to
initiate replacement of outdated desktop
workstations at the end of their anticipated
useful life as part of the two-year PC
Replacement Program. This program was
deferred one year beyond the planned refresh
cycle to mitigate budget increases, but now
needs to proceed since many computers will
be about six years old by the time of
replacement. The General Manager's costs in
support of Bay-Delta activities for near-term
and long-term activities and the General
Counsel's legal costs related to water quality,
employment, and water rates are expected to
increase by $2.2 million. Chemicals, solids,
and power reflect the cost of the water
treatment process and is anticipated to
increase by $1.2 million in 2012/13 driven
primarily by an overall increase in chemical
unit commodity prices, increased treated water
volumes, higher electricity rates, and refined
assumptions on solids removal.

2013/14 O&M Budget
The proposed 2013/14 O&M budget is
$393.8 million, an increase of $22.5 million as
compared to the 2012/13 proposed budget.
This is primarily due to merit increases for
eligible employees, an increase in funding of
OPEB, variable treatment costs, and
completion of the PC Replacement Program.
Salaries and Benefits – The proposed
2013/14 O&M labor budget is about

1/10/2012 Board Meeting
$12.2 million higher than the proposed
2012/13 budget driven primarily by
$13.2 million in merit increases for eligible
employees partially offset by an increase in
the construction overhead applied as a credit
reducing O&M labor by $0.6 million and
reductions in overtime, agency temporary, and
district temporary employees.
The total personnel complement for 2013/14
remains at 1,907 positions, including 24
agency and district temporary FTEs. The
proposed 2013/14 budget assumes a vacancy
rate of approximately 2.9 percent. The
2013/14 budget retains 6 regular employee
positions held unfunded in lieu of a vacancy
rate, resulting in an effective vacancy rate of
about 3.3 percent. Additional changes in
personnel will depend on long-range staffing
plan inputs related primarily to CIP impacts, a
continued emphasis on maintenance
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management best practices, and careful review
of vacated positions as a result of increasing
employee retirements.
Other O&M – The proposed 2013/14 budget
increases the ongoing funding of
Metropolitan's OPEB obligation to
$10 million, a $5-million increase as
compared to 2012/13. The proposed 2013/14
budget also funds $3.5 million for completion
of the two-year PC Replacement Program to
replace outdated desktop workstations at the
end of their anticipated useful life, an increase
of $2.1 million as compared to 2012/13. The
cost of chemicals, power, and sludge disposal
incurred in the water treatment process is
anticipated to increase by $0.9 million in
2013/14 driven primarily by modest
inflationary pressure on chemical commodity
prices and electricity rates.
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Figure 4. Departmental Budget by Expenditure Type
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Figure 4 summarizes the total departmental
O&M budget by expenditure type, of which
59 percent is for salaries and benefits.
Figure 5 depicts the distribution of the
departmental O&M by organization without
other O&M, the overhead credit, and
operating equipment. Including treatment

2013/14
Proposed

costs, the Water System Operations (WSO)
Group accounts for 59 percent of the total
departmental budget for both 2011/12 and
2012/13.
A summary of the O&M budget by
organization is shown in Table 2.

Figure 5. Departmental Budget by Organization
(without Other O&M, operating equipment, and overhead credit)

400

Real Property
Development & Mgmt
GM & Board of
Directors
Human Resources

350

Million Dollars

300
250

150

Chief Financial
Officer
Legal, Audit, & Ethics

100

External Affairs

50

Water Resource
Management
Business
Technology
Water System
Operations

200

0
2011/12
Revised 1.8
MAF Budget

Page 47 of 199

2012/13
Proposed

2013/14
Proposed

1/10/2012 Board Meeting

8-1

Attachment 1, Page 8 of 15

Table 2. Operations & Maintenance Budget by Organization

Departmental Units

2011/12
Revised 1.8
MAF Budget

Office of the General Manager
Water System Operations w/o Variable Treatment
Water Resource Management
Engineering Services
Business Technology
Real Property Development & Mgmt
Human Resources
Office of the Chief Financial Officer
External Affairs
Subtotal - General Manager's Dep.

$ 10,450,800 $ 10,601,700 $ 12,287,200 $ 12,666,200
172,304,600
176,710,700
175,947,200
184,581,500
14,470,700
15,444,900
14,903,500
15,197,200
23,916,400
24,764,900
24,476,000
25,759,100
49,877,100
50,340,500
49,321,700
52,106,300
5,560,900
5,839,600
5,021,000
5,288,300
11,477,400
11,672,800
11,545,800
11,853,000
8,262,300
8,385,200
8,396,500
8,728,600
15,920,600
16,079,900
15,521,800
15,998,100
312,240,800
319,840,200
317,420,700
332,178,300

2012/13
Budget

2012/13
Proposed

2013/14
Proposed

2012/13
Budget vs.
%
2012/13
Proposed
$ 1,685,500
15.9%
(763,500) (0.4%)
(541,400) (3.5%)
(288,900) (1.2%)
(1,018,800) (2.0%)
(818,600) (14.0%)
(127,000) (1.1%)
11,300
0.1%
(558,100) (3.5%)
(2,419,500) (0.8%)

General Counsel
General Auditor
Ethics Office
Overhead Credit from Construction

12,552,600
2,682,000
573,800
(18,230,600)

12,535,900
2,682,000
573,700
(19,408,300)

14,666,300
2,688,500
570,800
(20,231,400)

14,555,900
2,759,500
592,400
(20,806,900)

2,130,400
6,500
(2,900)
(823,100)

17.0%
0.2%
(0.5%)
4.2%

Total Departmental Budget

309,818,600

316,223,500

315,114,900

329,279,200

(1,108,600)

(0.4%)

500,000
1,839,100
673,000
4,432,500
7,504,000
600,000
555,800
16,104,400

1,400,000
1,589,100
673,000
4,849,700
2,681,200
7,766,600
630,000
597,800
20,187,400

1,400,000
1,589,100
673,000
4,849,700
5,000,000
7,766,600
776,600
597,800
22,652,800

3,525,000
1,589,100
673,000
4,981,000
10,000,000
7,766,600
790,000
612,000
29,936,700

325,923,000

336,410,900

337,767,700

359,215,900

1,356,800

7,489,400
22,891,400

7,344,700
24,281,700

8,041,600
25,512,700

8,192,900
26,409,500

Other O&M
Cargill Settlement
PC Replacement
CCP Vendor Administration
Performance Programs
Association Dues
OPEB Funding
Contingency
Insurance
Leases
Taxes
Subtotal - Other
TOTAL OPERATIONS & MAINTENANCE
Operating Equipment
Variable Treatment
GRAND TOTAL
Totals may not foot due to rounding
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2012/13
Proposed vs.
2013/14
Proposed
$
379,000
8,634,300
293,700
1,283,100
2,784,600
267,300
307,200
332,100
476,300
14,757,600
(110,400)
71,000
21,600
(575,500)

%

3.1%
4.9%
2.0%
5.2%
5.6%
5.3%
2.7%
4.0%
3.1%
4.6%
(0.8%)
2.6%
3.8%
2.8%

14,164,300

4.5%

2,125,000
131,300
5,000,000
13,400
14,200
7,283,900

NA
151.8%
NA
NA
2.7%
100.0%
NA
NA
1.7%
2.4%
32.2%

0.4%

21,448,200

6.3%

696,900
1,231,000

9.5%
5.1%

151,300
896,800

1.9%
3.5%

$ 356,303,800 $ 368,037,300 $ 371,322,000 $ 393,818,300 $ 3,284,700

0.9%

$ 22,496,300

6.1%

NA
NA
NA
NA
NA
5,000,000
NA
(2,681,200) (100.0%)
NA
146,600
23.3%
NA
2,465,400
12.2%
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LABOR
The total personnel complement (including
temporary workers) for 2012/13 and 2013/14
is 1,907 positions, a reduction of 15 regular
full time equivalent positions from 2011/12.
Total O&M personnel are down by 15
positions to 1,619 in 2012/13 and drop one
more position to a total of 1,618 in 2013/14.
Positions dedicated to capital work remain
relatively flat during the biennium. The
proposed 2012/13 budget assumes a vacancy
rate of approximately 2.7 percent and holds 10
regular employee positions unfunded. When

the value of these 10 positions is taken into
account, the effective overall vacancy rate is
about 3.3 percent, which is about the same as
the 3.2 percent rate assumed for the 2011/12
budget. Similarly, the proposed 2013/14
budget assumes a vacancy rate of
approximately 2.9 percent and holds 6 regular
employee positions unfunded in lieu of a
vacancy rate, resulting in an effective vacancy
rate of about 3.3 percent. The personnel
complement is broken down on Tables 3 and
4.

Table 3. Regular and Temporary Positions

Regular Full Time Positions
District Temporary Positions
Agency Temporary Positions
Total

2010/11
Budget
1,899
22
3
1,924

2011/12
2012/13
2013/14
Budget Proposed Proposed
1,898
1,883
1,883
18
18
18
6
6
6
1,921
1,907
1,907

2012/13
2011/12
Budget vs. Proposed
2012/13 vs. 2013/14
Proposed Proposed
-15
0
1
0
0
0
-14
0

Totals may not foot due to rounding.

Table 4. O&M and Capital Staffing Levels

2011/12
Budget
O&M Positions
Regular Full Time Positions
District & Agency Temporary Positions
Total O&M
Capital Positions
Regular Full Time Positions
District & Agency Temporary Positions
Total Capital
GRAND TOTAL
Totals may not foot due to rounding.
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2012/13
2013/14
Proposed Proposed

1,613
21
1,634

1,599
20
1,619

1,598
20
1,618

285
3
287
1,921

284
4
288
1,907

285
3
289
1,907
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Supply Programs
Major supply program expenditures for 2012/13
and 2013/14 are estimated to be $45.1 million
and $44.9 million, respectively, and include
(may not foot due to rounding):
 $13.7 million in 2012/13 and $13.4 million

in 2013/14 for Central Valley Storage
Programs;
 $13.0 million in 2012/13 and $13.7 million

in 2013/14 for operating and maintaining
the IID/MWD conservation agreement;
 $13.3 million in 2012/13 and $12.2 million

in 2013/14 for Colorado Programs;
 $4.8 million in 2012/13 and $4.7 million in

2013/14 for the Palo Verde Irrigation
District (PVID) Land Management
Program;
 $0.1 million in 2012/13 and $0.6 million in

2013/14 for State Water Project Transfer
Programs; and
 $0.3 million in 2012/13 and $0.3 million in

2013/14 for In-Basin Programs.

ANNUAL CAPITAL INVESTMENT
PLAN
The CIP budget for 2012/13 and 2013/14 is
estimated to be $257.3 million and
$294.6 million in 2013/14 and is funded by a
combination of debt and current operating
revenues (R&R and General Fund). The
2012/13 capital budget is $89.5 million lower
than the 2011/12 budget and the 2013/14 capital
budget is $37.3 million higher than the 2012/13
budget.
The CIP is funded by a combination of debt and
current operating revenues (PAYGO). The two
largest areas of expenditures in the 2012/13 and
2013/14 CIP are Infrastructure Reliability and
Water Quality. It is currently anticipated that
infrastructure expenditures will continue to grow
as more facilities reach the end of their service
life.
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are commonly referred to as Pay-As-You-Go
(PAYGO) funding. The PAYGO funding for
2012/13 has been budgeted at $55 million. In
2013/14 PAYGO funding has been budgeted at
$125 million and enables the majority of R&R
projects to be funded from PAYGO in 2013/14.

Debt Service
The portion of the CIP that is not funded from
cash will be funded from bond proceeds. In
2012/13, $202.3 million of capital will be
funded with bond proceeds. In 2013/14,
$169.6 million of capital will be funded with
bond proceeds. Metropolitan plans to issue
$190 million in new debt in 2012/13 and an
additional $180 million in 2013/14. This will
result in construction proceeds of
$352.8 million, after allowing for about
$3 million to cover the cost of issuance and
$14 million to fund reserves.
Debt service payments in 2012/13 are budgeted
to be $343.3 million and include $40.4 million
in G.O. bond debt service, $293.6 million in
revenue bond debt service, $8.1 million in
variable rate debt administration costs (liquidity,
remarketing fees, and broker-dealer fees), and
$1.3 million for State Revolving Fund Loan
payments. Total debt service costs in 2012/13
are expected to be $10.5 million more than the
revised 2011/12 budget.
Debt service payments in 2013/14 are budgeted
to be $352.3 million and include $40.4 million
in G.O. bond debt service, $302.3 million in
revenue bond debt service, $8.4 million in
variable rate debt administration costs (liquidity,
remarketing fees, and broker-dealer fees), and
$1.3 million for State Revolving Fund Loan
payments. Total debt service costs in 2013/14
are expected to be $9.0 million more than the
2012/13 budget.
Metropolitan currently has $4.8 billion in
outstanding debt. Of this amount, $4.6 billion is
revenue bond debt, of which 11 percent is in a
variable rate mode.

Reserve Transfers

Cash Funded Capital
The CIP includes R&R and other projects that
are funded from current operating revenues in
the R&R and General Fund. In total these funds
Page 50 of 199

The 2012/13 budget forecasts a $3.4-million
decrease in reserves by June 30, 2013. The
Water Rate Stabilization Fund (WRSF) and the
Treatment Surcharge Stabilization Fund (TSSF)
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are expected to be drawn down $13.2 million.
The Revenue Remainder Fund is expected to
increase by $6.2 million and the Water
Stewardship Fund (WSF) is expected to increase
by $3.8 million.
The 2013/14 budget forecasts a $0.5-million
decrease in reserves by June 30, 2014. The
WRSF and the TSSF are expected to be drawn
down $4.1 million. The Revenue Remainder
Fund is expected to increase by $2.6 million and
the Water Stewardship Fund (WSF) is expected
to increase by $1.0 million.

FUND BALANCES AND RESERVE
LEVELS
Metropolitan operates as a single enterprise fund
for financial statements and budgeting purposes.
Through its Administrative Code, Metropolitan
identifies a number of accounts, which are
referred to as funds, to separately track uses of
monies for specific purposes as summarized in
Table 5. Figure 6 shows the distribution of these
funds by type.
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Fund balances are budgeted to be $975.8 million
at June 30, 2013. Of that total, $734.1 million is
restricted by bond covenants, contracts, or board
policy, and $241.7 million is unrestricted. In
addition, fund balances are budgeted to be
$1,006.8 million at June 30, 2014. Of that total,
$766.6 million is restricted by bond covenants,
contracts, or board policy, and $240.2 million is
unrestricted.
On June 30, 2013 the minimum and maximum
reserve fund targets are estimated to be $199.8
million and $475.6 million, respectively. Based
on projected revenues and expenditures, it is
estimated that the balance in the WRSF, TSSF,
Revenue Remainder Fund, and WSF will total
about $215.6 million, about $15.8 million over
the minimum target.
On June 30, 2014 the minimum and maximum
reserve fund targets are estimated to be
$202.4 million and $487.5 million, respectively.
Based on projected revenues and expenditures, it
is estimated that the balance in the WRSF,
TSSF, Revenue Remainder Fund, and WSF will
total about $215.1 million, about $12.7 million
over the minimum target.
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Table 5. Projected Fund Balances (dollars in millions)

Restricted
Contractual
Board
2012/13 Proposed
Operating Funds
Debt Service Funds
Construction Funds
Rate Stabilization Funds*
Trust and Other Funds
Total June 30, 2013
2013/14 Proposed
Operating Funds
Debt Service Funds
Construction Funds
Rate Stabilization Funds*
Trust and Other Funds
Total June 30, 2014

231.0
322.7
64.7
1.0
619.4
238.8
336.2
67.7
1.0
643.8

Unrestricted

Total

114.6

345.7
322.7
98.5
208.0
1.0
975.8

33.8
208.0
114.6

241.7

122.9
33.8
206.4
122.9

240.2

361.7
336.2
101.5
206.4
1.0
1,006.8

Based on modified accrual accounting.
Totals may not foot due to rounding.
* includes Water Rate Stabilization Fund (including SDCWA litigation account), Water Treatment
Surcharge Stabilization Fund and Revenue Remainder.

Figure 6. Fund Distribution by Type

1,200
Trust and Other
Funds

Million Dollars

1,000
800

Rate Stabilization
Funds*

600

Construction Funds

400

Debt Service Funds

200
Operating Funds
0
2011/12
2012/13
Revised 1.8 Proposed
MAF Budget

2013/14
Proposed

* Includes Water Rate Stabilization Fund (including SDCWA litigation account), Water Treatment
Surcharge Stabilization Fund and Revenue Remainder.
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Table 6. Sources and Uses of Funds (dollars in millions)
2012/13
2013/14
Proposed
Proposed
Compared to Compared to
2010/11
Actual

2011/12
2011/12
Revised 1.8
Projected
MAF Budget

2012/13
Budget

USES OF FUNDS
Expenditures
State Water Contract
$ 491.9 $
557.5 $ 508.3 $
Supply Programs
101.5
47.5
64.0
Colorado River Power
46.9
45.4
33.0
Debt Service
314.0
332.8
333.3
Demand Management
48.2
59.1
55.1
Departmental O&M
296.7
309.8
317.9
Treatment Chemicals, Solids & Power
23.2
22.9
32.2
Other O&M
10.7
23.6
22.8
Sub-total Expenditures
1,333.1
1,398.5
1,366.5
Capital Investment Plan
250.4
281.9
192.5
Fund Deposits
R&R and General Fund
45.0
45.0
45.0
Revenue Bond Construction
73.0
20.9
Water Stewardship Fund
1.6
2.3
Interest for Construction & Trust Funds
3.4
3.6
2.5
Increase in Required Reserves
44.5
18.2
Increase in Rate Stabilization Fund
Other Fund Activity
4.4
Sub-total Fund Deposits
127.4
114.0
68.1
TOTAL USES OF FUNDS
$ 1,710.9 $
1,794.5 $ 1,627.0 $
SOURCES OF FUNDS
Revenues
80.0 $
80.0 $
Taxes
$
87.3 $
Annexations
0.6
1.0
1.0
Interest Income
20.0
18.0
18.2
Hydro Power
22.1
21.5
26.0
Fixed Charges (RTS & Capacity Charge)
153.5
170.2
170.2
Water Sales Revenue
995.6
1,155.4
1,069.5
Miscellaneous Revenue
68.2
18.2
35.9
Bond Proceeds and Reimbursements
288.2
268.0
20.0
Sub-total Receipts
1,635.6
1,732.4
1,420.8
Fund Withdrawals
R&R and General Fund
45.0
45.0
45.0
Bond Funds for Construction
127.5
Water Stewardship Fund
Decrease in Required Reserves
7.1
Decrease in Rate Stabilization Fund
23.2
17.1
33.7
Sub-total Fund Withdrawals
75.3
62.1
206.2
TOTAL SOURCES OF FUNDS
$ 1,710.9 $
1,794.5 $ 1,627.0 $
FY2012 is based on cash, FY2013 and beyond are based on modified accrual accounting.
Totals may not foot due to rounding.
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2011/12
2012/13
2013/14
Revised 1.8
Proposed Proposed
MAF Budget

2012/13
Proposed

552.7 $ 593.4 $ 563.8 $
45.4
45.1
44.9
46.5
36.2
24.9
355.3
343.3
352.3
60.7
53.2
53.6
316.2
315.1
329.3
24.3
25.5
26.4
27.6
30.7
38.1
1,442.6
1,433.3
1,428.6
346.8
257.3
294.6

36.0 $
(2.4)
(9.2)
10.5
(5.9)
5.4
2.6
7.1
44.0
(24.7)

(29.7)
(0.2)
(11.3)
9.0
0.4
14.2
0.9
7.4
(9.3)
37.3

60.0
55.0
125.0
2.0
3.7
1.0
2.5
1.1
1.0
58.2
18.3
31.1
11.3
132.0
78.1
160.2
1,907.4 $ 1,778.0 $ 1,888.1 $

10.0
(20.9)
3.7
(2.6)
(26.2)
(35.9)
(16.5) $

70.0
2.0
(2.7)
(0.1)
12.8
82.1
110.1

81.6 $
81.6 $
80.1 $
1.0
1.0
1.0
18.7
13.8
14.3
20.5
23.6
20.9
186.9
176.8
186.6
1,228.3
1,197.2
1,271.3
19.5
6.0
6.1
99.2
188.5
178.6
1,655.7
1,688.5
1,758.9

1.6 $
(4.2)
2.1
6.5
41.8
(12.2)
(79.5)
(43.9)

(1.5)
0.5
(2.6)
9.8
74.1
0.1
(9.9)
70.4

60.0
55.0
125.0
191.7
21.1
13.4
4.2
251.7
89.5
129.2
1,907.4 $ 1,778.0 $ 1,888.1 $

10.0
21.1
(3.7)
27.4
(16.5) $

70.0
(21.1)
(9.2)
39.7
110.1
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Table 7. June 30, 2013 Sources and Uses by Fund (dollars in millions)

Fiscal Year Ending June 30th, 2013
($ in Millions)
Beginning of Year Balance
USES OF FUNDS
Expenditures
State Water Contract
Supply Programs
Colorado River Power
Debt Service
Demand Management
Departmental O&M
Treatment Chemicals, Sludge & Power
Other O&M
Sub-total Expenditures
Capital Investment Plan
Fund Deposits
R&R and General Fund
Revenue Bond Construction
Water Stewardship Fund
Interest for Construction & Trust Funds
Increase in Required Reserves
Increase in Rate Stabilization Fund
Sub-total Fund Deposits
TOTAL USES OF FUNDS
SOURCES OF FUNDS
Revenues
Taxes
Annexations
Interest Income
Hydro Power
Fixed Charges (RTS & Capacity Charge)
Water Sales Revenue
Miscellaneous Revenue
Bond Proceeds
Sub-total Receipts
Fund Withdrawals
Transfer Fund
R&R and General Fund
Bond Funds for Construction
Water Stewardship Fund
Decrease in Required Reserves
Decrease in Rate Stabilization Fund
Sub-total Fund Withdrawals
TOTAL SOURCES OF FUNDS
Inter-Fund Transfers
End of Year Balance

All Funds

General

Water

O&M

Operating Funds
Water
Water
Standby Stewardship
1.1
3.9

215.2

33.8

Construction
84.8

333.9
333.9
-

-

27.6

202.3

-

1.0
1.0
169.9

13.7
13.7
347.6

6.2
6.2
6.2

27.6
27.6
55.1

1.0
1.0
203.3

0.0
0.0
0.0

0.4
0.4

41.3
1.0
1.1
43.4

40.4
4.5
7.3
52.1

3.0
3.0

0.5
0.5

1.0
181.2
182.2

0.0
0.0

0.4
(0.4)
25.1

43.4
126.5
80.8

52.1
295.5
322.7

-

27.6
27.6
28.0
27.1
33.8

21.1
21.1
203.3
64.7

0.0
1.0

State

Retention Contract
25.1
79.8

987.2

64.4

Revenue
-

169.2

593.4
45.1
36.2
343.3
53.2
315.1
25.5
30.7
1,442.6
257.3

1.3
8.0
9.3
27.4

-

424.6
45.1
36.2
8.1
53.2
315.1
25.5
22.7
930.5
-

-

-

-

168.9
168.9
-

55.0
3.7
1.1
18.3
78.1
1,778.0

27.4
27.4
64.2

-

(2.6)
(2.6)
927.9

-

3.7
3.7
3.7

-

81.6
1.0
13.8
23.6
176.8
1,197.2
6.0
188.5
1,688.5

0.9
6.0
6.9

23.6
176.8
1,197.2
1,397.6

2.4
2.4

0.0
0.0

0.1
0.1

55.0
21.1
13.4
89.5
1,778.0
975.8

27.4
27.4
34.3
34.8
64.4

1,397.6
(1,397.6)
-

2.4
920.5
166.6

0.0
(0.0)
1.1

0.1
3.7
7.6

Based on modified accrual accounting.
Totals may not foot due to rounding.
(1) includes Water Rate Stabilization Fund (including SDCWA litigation account), Water Treatment Surcharge Stabilization Fund and Revenue Remainder.
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Debt
Service
Funds
309.0

Construction Funds
R&R
Revenue Bond

Trust &
Other
Funds
1.0

Self-Insured

Reserve
Funds (1)

13.4
13.4
16.4
(10.2)
208.0
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Table 8. June 30, 2014 Sources and Uses by Fund (dollars in millions)

Fiscal Year Ending June 30th, 2014
($ in Millions)
Beginning of Year Balance (2)
USES OF FUNDS
Expenditures
State Water Contract
Supply Programs
Colorado River Power
Debt Service
Demand Management
Departmental O&M
Treatment Chemicals, Sludge & Power
Other O&M
Sub-total Expenditures
Capital Investment Plan
Fund Deposits
R&R and General Fund
Revenue Bond Construction
Water Stewardship Fund
Interest for Construction & Trust Funds
Increase in Required Reserves
Increase in Rate Stabilization Fund
Sub-total Fund Deposits
TOTAL USES OF FUNDS
SOURCES OF FUNDS
Revenues
Taxes
Annexations
Interest Income
Hydro Power
Fixed Charges (RTS & Capacity Charge)
Water Sales Revenue
Miscellaneous Revenue
Bond Proceeds
Sub-total Receipts
Fund Withdrawals
Transfer Fund
R&R and General Fund
Bond Funds for Construction
Water Stewardship Fund
Decrease in Required Reserves
Decrease in Rate Stabilization Fund
Sub-total Fund Withdrawals
TOTAL SOURCES OF FUNDS
Inter-Fund Transfers
End of Year Balance

All Funds

General

Water

O&M

Operating Funds
Water
Water

208.0

33.8

Construction
64.7

342.7
342.7
-

-

102.4

169.6

-

7.2
7.2
170.8

13.5
13.5
356.2

2.6
2.6
2.6

102.4
102.4
204.7

2.0
1.0
3.0
172.6

0.0
0.0
0.0

0.4
0.4

39.7
1.0
1.2
41.9

40.4
4.8
6.9
52.1

3.0
3.0

0.5
0.5

1.0
171.7
172.6

0.0
0.0

0.4
(0.4)
25.1

41.9
128.8
88.0

52.1
304.1
336.2

-

102.4
102.4
102.8
101.9
33.8

172.6
67.7

0.0
1.0

Retention Contract
25.1
80.8

975.8

64.4

Revenue
-

166.6

563.8
44.9
24.9
352.3
53.6
329.3
26.4
38.1
1,433.3
294.6

1.3
8.2
9.5
22.6

-

400.2
44.9
24.9
8.4
53.6
329.3
26.4
29.9
917.6
-

-

-

-

163.6
163.6
-

125.0
2.0
1.0
1.0
31.1
160.2
1,888.1

22.6
22.6
54.7

-

7.8
7.8
925.4

-

1.0
1.0
1.0

-

80.1
1.0
14.3
20.9
186.6
1,271.3
6.1
178.6
1,758.9

0.9
6.1
7.1

20.9
186.6
1,271.3
1,478.8

2.5
2.5

0.0
0.0

0.1
0.1

125.0
4.2
129.2
1,888.1
1,006.8

22.6
22.6
29.7
35.0
64.4

1,478.8
(1,478.8)
-

0.0
(0.0)
1.1

0.1
0.9
8.7

2.5
912.9
174.4

Standby Stewardship
1.1
7.6

State

Based on modified accrual accounting.
Totals may not foot due to rounding.
(1) includes Water Rate Stabilization Fund (including SDCWA litigation account), Water Treatment Surcharge Stabilization Fund and Revenue Remainder.
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Debt
Service
Funds
322.7

Construction Funds
R&R
Revenue Bond

Trust &
Other
Funds
1.0

Self-Insured

Reserve
Funds (1)

4.2
4.2
7.1
(4.5)
206.4
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Metropolitan Water District of Southern California

Fiscal Year 2012/13 Cost of Service
December 2011
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Cost of Service

Prior to discussing the specific rates and charges that make up the rate structure, it is important to
understand the cost of service process that supports the rates and charges. The purpose of the cost of
service process is to: (1) identify which costs should be recovered through rates and charges;
(2) organize Metropolitan’s costs into service functions; and (3) classify service function costs on the
basis for which the cost was incurred. The purpose of sorting Metropolitan’s costs in a manner that
reflects the type of service provided (e.g., supply vs. conveyance), the characteristics of the cost
(e.g., fixed or variable) and the reason why the cost was incurred (e.g. to meet peak or average
demand) is to create logical cost of service “building blocks”. The building blocks can then be
arranged to design rates and charges with a reasonable nexus between costs and benefits.
1.1

Cost of Service Process

The general cost of service process involves the four basic steps outlined below.
Step 1 - Development Of Revenue Requirements
In the revenue requirement step, the costs that Metropolitan must recover through rates and charges,
after consideration of revenue offsets, are identified. The cash needs approach, an accepted industry
practice for government-owned utilities, has historically been used in identifying Metropolitan’s
revenue requirements and was applied for the purposes of this study. Under the cash needs approach,
revenue requirements include operating costs and annual requirements for meeting financed capital
items (debt service, funding of replacement and refurbishment from operating revenues, etc.).
Step 2 – Identification Of Service Function Costs
In the functional allocation step, revenue requirements are allocated to different categories based on
the operational functions served by each cost. The functional categories are identified in such a way
as to allow the development of logical allocation bases. The functional categories used in the cost of
service process include:


Supply



Conveyance and Aqueduct



Storage



Treatment



Distribution



Demand Management



Administrative and General



Hydroelectric

In order to provide more finite functional allocation, many of these functional categories are
subdivided into more detailed sub-functions in the cost of service process. For example, costs for the
Supply and Conveyance and Aqueduct functions are further subdivided into the sub-functions State
Water Project (SWP), Colorado River Aqueduct (CRA), and Other. Similarly, costs in the Storage
function are broken down into the sub-functions Emergency Storage, Drought Carryover Storage, and
Regulatory Storage.
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Step 3 - Classification Of Costs
In the cost classification step, functionalized costs are separated into categories according to their
causes and behavioral characteristics. Proper cost classification is critical in developing a rate
structure that recovers costs in a manner consistent with the causes and behaviors of those costs.
Under American Water Works Association (AWWA) guidelines, cost classification may be done
using either the Base/Extra-Capacity approach or the Commodity/Demand approach. In the simplest
sense, these approaches offer alternative means of distinguishing between utility costs incurred to
meet average or base demands and costs incurred to meet peak demands. The Commodity/Demand
approach was modified for its application to Metropolitan’s rate structure by adding a separate cost
classification for costs related to providing standby service. Analysis of system operating data
indicated that a modified Commodity/Demand approach was most appropriate for developing
Metropolitan’s cost of service classification bases.
Step 4 - Allocation Of Costs To Rate Design Elements
The allocation of costs to the rate design elements depends on the purpose for which the cost was
incurred and the manner in which the member agencies use the Metropolitan system. For example,
costs incurred to meet average system demands are typically recovered by dollar per acre-foot rates
and are allocated based on the volume of water purchased by each agency. Rates that are levied on
the amount or volume of water delivered are commonly referred to as volumetric rates as the
customer’s costs vary with the volume of water purchased. Costs incurred to meet peak demands
(referred to in this report as demand costs) are recovered through a peaking charge (the Capacity
Charge) and are allocated to agencies based on their peak demand behavior. Costs incurred to
provide standby service in the event of an emergency are referred to here as standby costs.
Differentiating between costs for average usage and peak usage is just one example of how the cost of
service process allows for the design of rates and charges that improves overall customer equity and
efficiency. Figure 1 summarizes the cost of service process.
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Figure 1. The Cost of Service Process

1.2

Step 1

Development of Revenue
Requirement

Step 2

Functionalization of
Costs

Step 3

Classification of
Costs

Step 4

Allocation of Costs to Rate
Design Elements

Revenue Requirements

The estimated revenue requirements presented in this report are for FY 2012/13. Throughout the
report, FY 2012/13 is used as the “test year” to demonstrate the application of the cost of service
process. Schedule 1 summarizes the FY 2012/13 revenue requirement by the major budget line items
used in Metropolitan’s budgeting process. Current estimates indicate Metropolitan’s annual cash
expenditures (including capital financing costs, but not construction outlays financed with bond
proceeds) will total approximately $1.51 billion in FY 2012/13.
The rates and charges do not have to cover this entire amount. Metropolitan generates a significant
amount of revenue from interest income, hydroelectric power sales and miscellaneous income. These
internally generated revenues are referred to as revenue offsets and are expected to generate about
$42 million in FY 2012/13. It is expected that Metropolitan will also generate about $82.6 million in
ad valorem property tax revenues and annexation charges. Property tax revenues are used to pay for a
portion of Metropolitan’s general obligation bond debt service, and a portion of Metropolitan’s
obligation to pay for debt service on bonds issued to fund the State Water Project. The total revenue
offsets for FY 2012/13 are estimated to be around $125 million. Therefore, the revenue required
from rates and charges is the difference between the total costs and the revenue offsets, or
$1.38 billion. Given an effective date of January 1, 2013, the rates and charges recommended in this
report, combined with rates and charges effective through December 31, 2012 will generate a total of
$1.37 billion in 2012/13. The shortfall of $10 million will be covered through withdrawals from the
Water Rate Stabilization Fund during 2012/13.
All of Metropolitan’s costs fall under the broad categories of Departmental Costs or General District
Requirements. Departmental Costs include budgeted items identified with specific organizational
groups. General District Requirements consist of requirements associated with the Colorado River
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Aqueduct, State Water Project, the capital financing costs associated with the Capital Investment
Program (CIP), and Water Management Programs. General District Requirements also include
reserve fund transfers required by bond covenants and Metropolitan’s Administrative Code.
When considered in total, General District Requirements make up approximately 72 percent of the
absolute value of the allocated costs. The largest component of the revenue requirement relates to
SWP expenditures, which make up approximately 36 percent of Metropolitan’s FY 2012/13 revenue
requirements. Metropolitan’s SWP contract requires Metropolitan to pay its allocated share of the
capital, minimum operations, maintenance, power and replacement costs incurred to develop and
convey its water supply entitlement, irrespective of the quantity of water Metropolitan takes delivery
of in any given year. Metropolitan’s capital financing program is the second largest component of the
revenue requirement, constituting approximately 24 percent of the revenue requirement.
Departmental O&M costs make up 21 percent of the total revenue requirement in FY 2012/13. Water
System Operations is the largest single component of the Departmental Costs and accounts for
12 percent of the revenue requirements. Water System Operations responsibilities include operating
and maintaining Metropolitan’s pumping, storage, treatment, and hydroelectric facilities, as well as
the Colorado River Aqueduct and other conveyance and supply facilities.
Schedule 1. Revenue Requirements (by budget line item)
Fiscal Year Ending
2013
Departmental Operations & Maintenance
Office of the General Manager & Human Resources
External Affairs
Water System Operations
Chief Financial Officer
Corporate Resources
Real Property Development & Mgmt
Water Resource Management
Ethics Department
General Counsel
Audit Department
Total

$

General District Requirements
State Water Project
Colorado River Aqueduct
Supply Program Costs paid from operating revenues
Water Management Programs
Capital Financing Program
Other O&M
Increase (Decrease) in Required Reserves
Total
Revenue Offsets
Net Revenue Requirements

19,656,300
15,521,800
201,459,900
6,460,400
63,365,100
5,021,000
14,903,500
438,300
11,741,300
2,060,000
340,627,600

1.2%
1.0%
12.3%
0.4%
3.9%
0.3%
0.9%
0.0%
0.7%
0.1%
20.9%

593,444,201
36,178,684
45,125,279
53,205,188
398,314,175
30,694,400
11,000,000
1,167,961,927

36.3%
2.2%
2.8%
3.3%
24.4%
1.9%
0.7%
71.5%

(124,965,018)
$

1,383,624,509

(1) Given as a percentage of the absolute values of total dollars allocated.
Totals may not foot due to rounding

Page 62 of 199

% of Revenue
Requirements (1)

7.6%
100.0%

1/10/2012 Board Meeting

1.3

8-1

Attachment 2, Page 8 of 30

Service Function Costs

Several major service functions result in the delivery of water to Metropolitan’s member agencies.
These include the supply itself, the conveyance capacity and energy used to move the supply, storage
of water, distribution of supplies within Metropolitan’s system, and treatment of these supplies.
Metropolitan’s rate structure recovers the majority of the cost of providing these functions through
rates and charges.
The functional categories developed for Metropolitan’s cost of service process are consistent with the
AWWA rate setting guidelines, a standard chart of accounts for utilities developed by the National
Association of Regulatory Commissioners (NARUC), and the National Council of Governmental
Accounting. Because all water utilities are not identical, the rate structure reflects Metropolitan’s
unique physical, financial, and institutional characteristics.
A key goal of functional allocation is to maximize the degree to which rates and charges reflect the
costs of providing different types of service. For functional allocation to be of maximum benefit, two
criteria must be kept in mind when establishing functional categories.


The categories should correlate charges for different types of service with the costs of
providing those different types of service; and



Each function should include reasonable allocation bases by which costs may be allocated.

Each of the functions developed for the cost of service process is described below.


Supply. This function includes costs for those SWP and CRA facilities and programs that
relate to maintaining and developing supplies to meet the member agencies’ demands. For
example, Metropolitan’s supply related costs include investments in the Conservation
Agreement with the Imperial Irrigation District and the Palo Verde Irrigation District (PVID)
Program from the Colorado River supply programs. The SWP programs include transfer
programs such as Kern Delta Program, Semitropic Water Storage Program, Yuba Accord
Program, and the Arvin-Edison Water Storage Program. Costs for in-basin programs within
Metropolitan’s service area, such as Proposition 13 are also included.



Conveyance and Aqueduct. This function includes the capital, operations, maintenance, and
overhead costs for SWP and CRA facilities that convey water through Metropolitan’s internal
distribution system. Variable power costs for the SWP and CRA are also considered to be
Conveyance and Aqueduct costs but are separately reported under a “power” sub-function.
Conveyance and Aqueduct facilities can be distinguished from Metropolitan’s other facilities
primarily by the fact that they do not typically include direct connections to the member
agencies. For purposes of this study, the Inland Feeder Project functions as an extension of
the SWP East Branch and is therefore considered a Conveyance and Aqueduct facility as
well.



Storage. Storage costs include the capital financing, operating, maintenance, and overhead
costs for Diamond Valley Lake, Lake Mathews, Lake Skinner, and five smaller regulatory
reservoirs within the distribution system. Metropolitan’s larger storage facilities are operated
to provide (1) emergency storage in the event of an earthquake or similar system outage;
(2) drought storage that produces additional supplies during times of shortage; and
(3) regulatory storage to balance system demands and supplies and provide for operating
flexibility. To reasonably allocate the costs of storage capacity among member agencies, the
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storage service function is categorized into sub-functions of emergency, drought, and
regulatory storage.


Treatment. This function includes capital financing, operating, maintenance, and overhead
costs for Metropolitan’s five treatment plants and is considered separately from other costs so
that treated water service may be priced separately.



Distribution. This function includes capital financing, operating, maintenance, and overhead
costs for the “in-basin” feeders, canals, pipelines, laterals, and other appurtenant works. The
“in-basin” facilities are distinguished from Conveyance and Aqueduct facilities at the point of
connection to the SWP, Lake Mathews, and other major turnouts along the CRA facilities.



Demand Management. A separate demand management service function has been used to
clearly identify the cost of Metropolitan’s investments in local resources like conservation,
recycling, and desalination.



Administrative and General (A&G). These costs occur in each of the Groups’ departmental
budgets and reflect overhead costs that cannot be directly functionalized. The cost-of-service
process allocates A&G costs to the service functions based on the labor costs of non-A&G
dollars allocated to each function.



Hydroelectric. Hydroelectric costs include the capital financing, operating, maintenance, and
overhead costs incurred to operate the 16 small hydroelectric plants located throughout the
water distribution system.

1.3.1 Functional Allocation Bases
The functional allocation bases are used to allocate a cost to the various service functions. The
primary functional allocation bases used in the cost-of-service process are listed below.





Direct assignment
Net Book Value plus Work-In-Progress
Prorating in proportion to other allocations
Manager analysis

Schedule 2 summarizes the amounts of total cost allocated using each of the above types of allocation
bases.
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Schedule 2. Summary of Functional Allocations by Type of Allocation Basis
Estimated for
% of Allocated
Primary Functional Allocation Bases
FY 2013
Dollars
Direct Assignment
$
1,056,969,297
64.7%
Work in Progress/Net Book Value
438,185,275
26.8%
Prorating
58,854,194
3.6%
Manager Analysis
34,420,500
2.1%
Other
$
45,125,279
2.8%
Total Dollars Allocated
$
1,633,554,545
100.0%

Portion of Above Allocations Relating to:
Revenue Requirements before Offsets
Revenue Offsets
Total Dollars Allocated
Totals may not foot due to rounding

$

1,508,589,527
124,965,018
1,633,554,545

Each of the primary allocation bases is discussed in detail in the remainder of this section. Discussion
of each allocation basis includes examples of costs allocated using that particular basis.

(a) Direct assignment
Direct assignment makes use of a clear and direct connection between a revenue requirement and
the function being served by that revenue requirement. Directly assigned costs typically include:
costs associated with specific treatment plants, purely administrative costs, and certain
distribution and conveyance departmental costs. Examples of costs that are directly assigned to
specific functional categories are given below.



Water System Operations Group departmental costs for treatment plants are directly
assigned to treatment.
Transmission charges for State Water Contract are directly assigned to conveyance
SWP.

(b) Net Book Value Plus Work-In-Progress
Capital financing costs, including debt service and funding replacements and refurbishments
from operating revenues, comprise about 24 percent of Metropolitan’s annual revenue
requirements. One approach would be to allocate payments on each debt issue in direct
proportion to specific project expenditures made using bond proceeds. But, this approach would
result in a high degree of volatility in relative capital cost allocations from year to year. The
approach used in this analysis is one widely used in water industry cost of service studies.
Capital and debt-related costs (including repair and replacement costs paid from current
revenues) are allocated on the basis of the relative net book values of fixed assets within each
functional category. This approach produces capital cost allocations that are consistent with the
functional distribution of assets. Also, since the allocation basis is tied to fixed asset records
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rather than debt payment records, the resulting allocations are more reflective of the true useful
lives of assets. Use of net book values as an allocation basis provides an improved matching of
functional costs with asset lives. A listing of fixed asset net book values summarized by asset
function is shown in Schedule 3.

Schedule 3. Net Book Value and Work in Progress Allocation Base
NBV for
Functional Categories
FY 2013
Source of Supply
$
23,297,862
Conveyance & Aqueduct
1,864,648,314
Storage
2,261,013,314
Treatment
3,057,396,365
Distribution
1,316,181,317
Administrative & General
322,585,783
Hydroelectric
115,593,239
Total Fixed Assets Net Book Value
$
8,960,716,194
Totals may not foot due to rounding

% of Total
NBV
0.3%
20.8%
25.2%
34.1%
14.7%
3.6%
1.3%
100.0%

In most instances, the cost-of-service process uses net book value plus work-in-progress to
develop allocation bases for debt and capital costs. For organizational units handling current
construction activity, however, allocations are based on work-in-progress alone. For these
organizational units, exclusion of net book value from the allocation basis is done because the
costs being allocated relate directly to work in progress not yet reflected in the completed assets
records.
Examples of revenue requirements allocated using these net book value and work-in-progress
allocations are shown below.



Revenue Bond Debt Service: allocated using Work In Progress plus Net Book Value.
Annual deposit of operating revenue to replacement and refurbishment fund:
allocated using Work In Progress plus Net Book Value.

To calculate the relative percentage of fixed assets in each functional category, Metropolitan
staff conducted a detailed analysis of historical accounting records and built a database of fixed
asset accounts that contains records for all facilities currently in service and under construction.
Each facility was sorted into the major service function that best represented the facilities
primary purpose and was then further categorized into the appropriate sub-functions described
earlier.

(c) Prorating in proportion to other allocations
Utility cost of service studies frequently contain line items for which it would be difficult to
identify an allocation basis specific to that line item. In these cases, the most logical allocation
basis is often a prorata blend of allocation results calculated for other revenue requirements in
the same departmental group, or general category. Reasonable prorata allocations are based on a
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logical nexus between a cost and the purpose which it serves. For example: Human Resources
Section costs are allocated using all labor costs, since Human Resources spends its time and
resources attending to the labor force.
(d) Manager analyses
The functional interrelationships of some organizational units are so complex and/or dynamic
that reliable allocation bases can only be developed with extensive input from the organization’s
managers. In these cases, managers use their first hand knowledge of the organization’s internal
operations to generate a functional analysis of departmental costs. An example of revenue
requirements allocated based on manager analyses is: Water System Operations Group:
Operations Planning Unit.
A summary of the functional allocation results is shown in Schedules 4 and 5. Schedule 4 provides a
breakdown of the revenue requirement for FY 2012/13 into the major service functions and subfunctions prior to the redistribution of administrative and general costs. Schedule 5 serves as a crossreference summarizing how the budget line items are distributed among the service functions. The
largest functional component of Metropolitan’s revenue requirement is the Conveyance and Aqueduct
function, which constitutes approximately 44 percent of the allocated revenue requirement.

Page 67 of 199

1/10/2012 Board Meeting

8-1

Attachment 2, Page 13 of 30

Schedule 4. Revenue Requirement (by service function)
Functional Categories
Source of Supply
CRA
SWP
Other Supply
Total

Fiscal Year Ending
2013
$

% of Allocated
Dollars (1)

37,174,283
107,004,590
10,248,313
154,427,186

2.6%
7.6%
0.7%
11.0%

Conveyance & Aqueduct
CRA
CRA Power (net of sales)
CRA All Other
SWP
SWP Power
SWP All Other
Other Conveyance & Aqueduct
Total

41,611,082
42,649,458

3.0%
3.0%

270,437,807
201,985,938
67,329,047
624,013,332

19.2%
14.4%
4.8%
44.4%

Storage
Storage Costs Other Than Power
Emergency
Drought
Regulatory
Wadsworth plant pumping/generation
Total

52,748,160
42,974,754
12,864,227
(313,364)
108,273,777

3.8%
3.1%
0.9%
0.0%
7.7%

Treatment
Jensen
Weymouth
Diemer
Mills
Skinner
Total

40,749,041
42,718,886
50,125,754
30,052,124
63,228,909
226,874,714

2.9%
3.0%
3.6%
2.1%
4.5%
16.1%

119,296,103
Distribution
61,128,834
Demand Management
(11,106,693)
Hydroelectric
100,717,257
Administrative & General
Total Functional Allocations:
$
1,383,624,509
(1) Given as a percentage of the absolute values of total dollars allocated.
Totals may not foot due to rounding
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Schedule 5. Service Function Revenue Requirements (by budget line item)
Source of

Conveyance &

Supply

Aqueduct

Storage

Treatment

Distribution

Demand

Hydro

Administrative

Total $

Management

Electric

& General

Allocated

Departmental Operations & Maintenance
Office of the General Manager & Human Resources

$

External Affairs
Water System Operations

973,547 $

7,535,604 $

575,486 $

3,242,444 $

2,223,760 $

-

-

-

-

-

12,250,467

Chief Financial Officer

-

Business Technology & Engineering Services

1,950,202

Real Property Development & Mgmt

-

Water Resource Management

10,186,819

35,011,017
8,283,277
-

3,418,916
7,463,691
5,021,000

5,776

-

92,038,406
14,286,131
236,832

53,778,592
7,995,789
1,184,509

196,010 $
2,843,550
8,426
379,340
3,289,564

174,582 $
4,033,386
653,611

4,734,867 $

19,656,300

12,678,250

15,521,800

920,690

201,459,900

6,460,400

6,460,400

22,353,059

63,365,100

-

-

5,021,000

-

-

14,903,500

Ethics Department

-

-

-

-

-

-

-

438,300

438,300

General Counsel

-

-

-

-

-

-

-

11,741,300

11,741,300

Audit Department

-

Total Departmental O&M

-

16,479,093

109,803,812

65,182,649

6,716,890

4,861,579

2,060,000

2,060,000

61,386,866

340,627,600

25,361,036

50,835,675

83,601,729

509,842,472

-

-

-

-

-

-

593,444,201

36,178,684

-

-

-

-

-

-

36,178,684

-

-

-

-

-

-

45,125,279

General District Requirements
State Water Project
Colorado River Aqueduct

-

Water Transfers and Storage Programs

45,125,279

Demand Management

-

-

-

-

-

Capital Financing Program

966,434

75,817,745

92,862,039

130,368,230

81,154,467

Other Operating Costs

689,103

1,133,376

407,345

2,295,089

1,574,037

Increase (Decrease) in Required Reserves

130,382,546

Total General District Requirements

(1,316,396)

Revenue Offsets

Net Revenue Requirements
Totals may not foot due to rounding
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$

154,427,186 $

-

-

-

-

622,972,276

93,269,383

132,663,319

82,728,504

(49,794,619)

(1,474,699)

(15,592,418)

(28,615,051)

226,874,714 $

119,296,103 $

624,013,332 $

108,273,777 $

53,205,188
1,727,841
54,933,029

(521,085)

-

-

53,205,188

4,617,409

12,527,853

398,314,175

123,574

22,744,034

30,694,400

-

11,000,000

11,000,000

4,740,983

46,271,887

1,167,961,927

(20,709,255)

(6,941,496)

61,128,834 $ (11,106,693) $

100,717,257 $

(124,965,018)

1,383,624,509
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Classified Costs

In the cost classification step, functionalized costs are further categorized based on the causes and
behavioral characteristics of these costs. An important part of the classification process is identifying
which costs are incurred to meet average demands vs. peak demands and which costs are incurred to
provide standby service. As with the functional allocation process, the proposed classification
process is consistent with AWWA guidelines, but has been tailored to meet Metropolitan’s specific
operational structure and service environment.
In the cost of service process, cost classification is done using a hybrid of two methods discussed in
the AWWA M1 Manual, Principles of Water Rates, Fees and Charges. These two methods are the
Commodity/Demand method and the Base/Extra Capacity method.
The Commodity/Demand method allocates costs that vary with the amount of water produced to the
commodity category with all other costs associated with water production allocated to the demand
category. In the Base/Extra Capacity method, costs related to average demand conditions are
allocated to the base category and capacity costs associated with meeting above average demand
conditions are allocated to the extra capacity category.
The approach used to classify Metropolitan’s costs differs from the Base/Extra Capacity method by
the fact that costs are separated into a variable category and a fixed category. The Base/Extra
Capacity method does not separate these costs into two categories but rather combines them into one
category referred to as base costs. The approach used to classify Metropolitan’s costs differs from the
Commodity/Demand method in the fact that demand costs are separated into fixed commodity and
fixed demand costs. The Commodity/Demand method would not make this distinction, but would
combine these costs into the demand category. By using the hybrid method, costs are disaggregated
to a lower level of detail, providing greater visibility to costs. Under the hybrid classification method,
functional cost categories are reallocated into demand, commodity, or standby categories, which are
discussed below. Classification of costs into these categories depends on an analysis of system
capacity as well as actual system operating data.
Classification categories used in the analysis include:


Fixed demand costs



Fixed commodity costs



Fixed standby costs



Variable commodity costs



Hydroelectric costs

Demand costs are incurred to meet peak demands. Only the direct capital financing costs were
included in the demand classification category. A portion of capital financing costs was included in
the demand cost category because in order to meet peak demands additional physical capacity is
designed into the system and, therefore, additional capital costs are incurred. Commodity costs are
generally associated with average system demands. Variable commodity costs include costs of
chemicals, most power costs, and other cost components that increase or decrease in relation to the
volume of water supplied. Fixed commodity costs include fixed operations and maintenance and
capital financing costs that are not related to accommodating peak demands or standby service.
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Standby service costs relate to Metropolitan’s role in ensuring system reliability during emergencies
such as an earthquake or an outage of a major facility like the Colorado River Aqueduct. The two
principal components of the standby costs were identified as the emergency storage capacity within
the system and the standby capacity within the State Water Project conveyance system.
An additional component used in Metropolitan’s cost classification process is the hydroelectric
component. While not a part of most water utilities’ cost classification procedures, the hydroelectric
classification component is necessary to segregate revenue requirements carried from the
hydroelectric function established in the functional allocation process. Hydroelectric revenue
requirements are later embedded in the distribution function. Any net revenues generated by the
hydroelectric operations offset the distribution costs and reduce the System Access Rate. All users of
the distribution system benefit proportionately from the revenue offset provided by the sale of
hydroelectric energy.
Schedule 6 provides the classification percentages used to distribute the service function costs into
demand, commodity and standby service classification categories. All of the supply costs are
classified as fixed commodity costs. Because these particular supply costs have been incurred to
provide an amount of annual reliable system yield and not to provide peak demand delivery capability
or standby service, they are reasonably treated as fixed commodity costs.
Costs for the Conveyance and Aqueduct (C&A) service function are classified into demand,
commodity, and standby categories. Because the capital costs for C&A were incurred to meet all
three classification categories, an analysis of C&A capacity usage for the three years ending
June 2013 was used to determine that 52 percent of the available conveyance capacity has been used
to meet member agency demands on an average annual basis. A system peak factor1 of 1.4 was
applied to the average annual usage to determine that 22 percent of available capacity is used to meet
peak monthly deliveries to the member agencies. The remaining portion of C&A, around 26 percent,
is used for standby. The same classification percentages are applied to the CRA, SWP, and Other
(Inland Feeder) Conveyance and Aqueduct sub-functions. The classification shares reflect the system
average use of conveyance capacity and not the usage of individual facilities. All of the Conveyance
and Aqueduct energy costs for pumping water to Southern California are classified as variable
commodity costs and, therefore, are not shown in Schedule 6 because they carry through the
classification step.
Storage service function costs for emergency, drought and regulatory storage are also distributed to
the classification categories based on the type of service provided. Emergency storage costs are
classified as 100 percent standby related. Emergency storage is a prime example of a cost
Metropolitan incurs to ensure the reliability of deliveries to the member agencies. In effect, through
the emergency storage capacity in the system, Metropolitan is “standing by” to provide service in the
event of a catastrophe such as a major earthquake that disrupts regional conveyance capacity for an
extended period of time. Drought carryover storage serves to provide reliable supplies by carrying
over surplus supplies from periods of above normal precipitation and snow pack to drought periods
when supplies decrease. Drought storage creates supply and is one component of the portfolio of
resources that result in a reliable amount of annual system supplies. As a result, drought storage is
classified as a fixed commodity cost, in the same manner as Metropolitan’s supply costs. Regulatory
storage within the Metropolitan system provides operational flexibility in meeting peak demands and

1

Peak monthly deliveries to the member agencies average about 42 percent more than the average monthly
deliveries.
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flow requirements, essentially increasing the physical distribution capacity. Therefore, regulatory
storage is classified in the same manner as distribution costs.
Distribution service function costs were classified using daily flow data for the three calendar years
ending December 2013. During this period, the average annual volume of deliveries to the member
agencies used 43 percent of the peak distribution capacity. The difference between the three-year
average non-coincident peak and the commodity flows divided by the system capacity, or 37 percent
of the distribution capacity, was used to meet peak day demands in excess of average annual flows.
Although the Metropolitan distribution system has a great deal of operational flexibility, the total
amount of distribution capacity was limited to the peak non-coincident2 24-hour daily flow of all the
member agencies. The remaining 20 percent of distribution capacity is associated with standby
service.
As presented in Schedule 6, treatment service function costs were also classified using daily flow data
of deliveries to the member agencies for the three years ending December 2013. Total treated water
capacity of 4,204 cfs, the total design capacity of all the treatment plants, was used in the calculation.
Schedule 7 summarizes the service function revenue requirements by classification category.
Administrative and general costs have been allocated to the classification categories by service
function based on the ratio of classified non-A&G service function costs to total non-A&G service
function costs.

2

The term “non-coincident” means that the peak day flow for each agency may or may not coincide with the
peak day system flow. Both non-coincident and coincident approaches to measuring peak demands are used in
rate design approaches. A non-coincident approach is used in the rate design to capture the different operating
characteristics of the member agencies (e.g., the distribution system is designed to meet peak demands in
different load areas within the System that have non-coincident demands due to each member agencies unique
operating characteristics).
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Schedule 6. Classification Percentages
Function
Source of Supply
Colorado River Aqueduct
State Water Project
Conveyance & Aqueduct

Colorado River Aqueduct

Classification Percentages
Fixed
Commodity
Demand
Standby
100%
100%

0%
0%

0%
0%

Total %
Classified
100%
100%

Supply costs classified as commodity
Supply costs classified as commodity
Demand (peaking) percentage represents application of system monthly
peak factor of 1.4 to average monthly flow. Commodity percentage
represents average flows. Remainder of capacity is for standby
(expected growth). SWP and CRA are treated the same due to
application of system wide uniform price.

52%

22%

26%

100%

State Water Project
Other
Storage
Emergency
Drought
Regulatory

52%
52%

22%
22%

26%
26%

100%
100%

0%
100%
43%

0%
0%
37%

100%
0%
20%

100%
100%
100%

Treatment

32%

36%

32%

100%

Distribution

43%

37%

20%

100%

Totals may not foot due to rounding
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Comments

Standby service (recovered by RTS)
Recovered by Supply Rates
See distribution (below)
Demand percentage represents amount of system treatment capacity
used to meet peak day flows in excess of average. Commodity
percentage represents amount of capacity used to meet average flows.
Standby percentage is estimated as remaining total capacity. The same
classification is applied to all five treatment plants due to the use of a
uniform system wide treatment surcharge.
Demand percentage represents amount of system distribution capacity
used to meet peak day flows in excess of average. Commodity
percentage represents amount of capacity used to meet average flows.
Standby percentage is estimated as remaining total system capacity.
The same classification is applied to all distribution facilities due to the
use of a system wide uniform system access rate.
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A summary of cost classification results is shown in Schedule 7. The classification of the service
function costs results in about 8 percent, or $106 million of the total revenue requirements, being
allocated to the demand classification category. This amount represents a reasonable estimate of the
annual fixed capital financing costs incurred to meet peak demands (plus the allocated administrative
and general costs). A portion of Metropolitan’s property tax revenue is allocated to C&A fixed
demand costs and offsets the amount that is recovered through rates. The taxes are used to pay for the
general obligation bond debt service allocated to the C&A costs.
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Schedule 7. Service Function Revenue Requirements (by classification category)
Functional Categories
(by sub-Fuction)
Source of Supply
CRA
SWP
Other Supply
Subtotal: Source of Supply

Fixed
Demand
$

Conveyance & Aqueduct
CRA
CRA Power
CRA All Other
SWP
SWP Power
SWP All Other
Other Conveyance & Aqueduct
Subtotal: Conveyance & Aqueduct
Storage
Storage Costs Other Than Power
Emergency
Drought
Regulatory
Storage Power
Subtotal: Storage
Water Quality
CRA
SWP
Other
Subtotal: Water Quality
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-

$

41,072,458
118,225,322
11,322,974
170,620,754

2,040,117

-

41,072,458
118,225,322
11,322,974
170,620,754

9,355,825
42,444,666

2,406,646

34,250,945
-

-

43,606,770
46,891,429

16,740,326
13,561,607
32,342,050

184,788,293
42,557,828
279,146,613

19,747,905
16,706,220
38,860,771

279,476,512
313,727,457

-

279,476,512
221,276,525
72,825,654
664,076,891

4,295,343
4,295,343

47,481,180
7,210,458
54,691,638

55,724,590
2,347,126
58,071,717

(323,838)
(323,838)

-

55,724,590
47,481,180
13,852,928
(323,838)
116,734,860

21,013,981
106,306,182 $

$

136,750,541
97,546,452
67,538,935
806,294,933 $

-

$

Total
Classified

Hydroelectric

-

48,654,808

$

Variable
Commodity

Standby

-

-

Treatment
Distribution
Demand Management
Hydroelectric
Total Costs Classified
Totals may not foot due to rounding

Commodity

28,695,208
11,482,778
137,110,474 $

-

$

30,293,023
343,696,643 $

-

$

-

-

(9,783,722)
(9,783,722) $

244,393,580
130,043,210
67,538,935
(9,783,722)
1,383,624,509
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About 58 percent of the revenue requirement ($806 million) is classified as “fixed commodity.”
These fixed capital and operating costs are incurred by Metropolitan to meet annual average
service needs and are typically recovered by a combination of fixed charges and volumetric rates.
Fixed capital costs classified to the “Standby” category total about $137 million and account for
about 10 percent of the revenue requirements. Standby service costs are commonly recovered by
a fixed charge allocated on a reasonable representation of a customer’s need for standby service.
The variable commodity costs for power on the conveyance and aqueduct systems, and power,
chemicals and solids handling at the treatment plants change with the amount of water delivered
to the member agencies. These costs are classified as variable commodity costs, total about
$343 million, and account for about 25 percent of the total revenue requirement. Because of the
variable nature of these costs, it is appropriate to recover them through volumetric rates.

2

Rates and Charges

Schedule 8 provides a cross-reference between the classified service function costs and their
allocation to the rate design elements. The specifics of each rate design element are discussed in
detail in the following section. Schedule 9 summarizes the rates and charges that would be
effective on January 1, 2013 in order to collect all costs from rates and charges in fiscal year
2012/13, with the use of $10 million draws from reserve funds. Average costs by member agency
will vary depending upon an agency’s RTS allocation, capacity charge and relative proportions of
treated and untreated Tier 1, and Tier 2 purchases.
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Schedule 8. Classified Service Function Revenue Requirements (by rate design element)
Rate Design Elements
Service Function by Classification Category
Supply
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Supply

$

Conveyance and Aqueduct
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Conveyance and Aqueduct

170,620,754
170,620,754

47,481,180
(323,838)
47,157,342

Treatment
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Treatment

-

Distribution
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Distribution

-

Demand Management
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Demand Management

-
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$

-

Storage
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Storage

Total
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Total
Totals may not foot due to rounding

System Access
Rate

Supply Rates

$

218,101,934
(323,838)
217,778,096 $

-

Water
Stewardship
Rate
$

-

System Power Rate

$

-

279,146,613
279,146,613

-

7,210,458
7,210,458

-

-

-

-

-

-

-

97,546,452
(9,783,722)
87,762,730

-

383,903,523
(9,783,722)
374,119,801 $

$

313,727,457
313,727,457

67,538,935
67,538,935

67,538,935
67,538,935

Capacity Charge

$

Treatment Surcharge

$

$

-

4,295,343
4,295,343

-

$

$

170,620,754
170,620,754

-

32,342,050
279,146,613
38,860,771
313,727,457
664,076,891

58,071,717
58,071,717

-

4,295,343
54,691,638
58,071,717
(323,838)
116,734,860

48,654,808
136,750,541
28,695,208
30,293,023
244,393,580

-

$

-

Total Costs
Allocated

32,342,050
38,860,771
71,202,821

11,482,778
11,482,778

-

25,309,324
25,309,324

-

-

21,013,981
21,013,981

-

313,727,457
313,727,457

-

Readiness-toServe Charge

32,342,050
108,415,266
140,757,316

$

48,654,808
136,750,541
28,695,208
30,293,023
244,393,580

-

21,013,981
97,546,452
11,482,778
(9,783,722)
120,259,489

-

67,538,935
67,538,935

48,654,808
136,750,541
28,695,208
30,293,023
244,393,580

$

106,306,182
806,294,933
137,110,474
343,696,643
(9,783,722)
1,383,624,509
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Schedule 9. Rates and Charges Summary
Tier 1 Supply Rate ($/AF)
Delta Supply Surcharge ($/AF)
Tier 2 Supply Rate ($/AF)

Effective January 1st

2012
$95
$69
$290

2013
$149
*
$290

System Access Rate ($/AF)

$217

$228

Water Stewardship Rate ($/AF)

$43

$41

System Power Rate ($/AF)

$136

$190

Full Service Untreated Volumetric Cost ($/AF)
Tier 1
Tier 2
Replenishment Water Rate Untreated ($/AF)
Interim Agricultural Water Program Untreated ($/AF)

$560
$686
$442
$537

$608
$749
**
***

Treatment Surcharge ($/AF)
Full Service Treated Volumetric Cost ($/AF)
Tier 1
Tier 2
Treated Replenishment Water Rate ($/AF)
Treated Interim Agricultural Water Program ($/AF)

$234

$260

$794
$920
$651
$765

$868
$1,009
**
***

Readiness-to-Serve Charge ($M)

$146

$146

$7,400

$6,600

Capacity Charge ($/cfs)

* The Delta Supply Surcharge will be suspended after 2012.
** Under the current replenishment program proposal there would be no discounted replenishment rates after 2012.
*** The Interim Agricultural Water Program will be discontinued after 2012.
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System Access Rate (SAR)

The SAR is a volumetric3 system-wide rate levied on each acre-foot of water that moves through the
MWD system. All system users (member agency or third party) pay the SAR to use Metropolitan’s
conveyance and distribution system. To meet the board stated objective to collect all costs in
2012/13, the SAR would increase from its current level of $217 per acre-foot to $228 per acre-foot.
The SAR recovers the cost of providing conveyance and distribution capacity to meet average annual
demands. Current estimates indicate that the SAR revenue requirement will be about $374 million in
FY 2012/13, or 27 percent of the total revenue requirement.
2.2

Water Stewardship Rate (WSR)

The WSR would decrease from its current level of $43 per acre-foot to $41 per acre-foot. The WSR
recovers the costs of providing financial incentives for existing and future investments in local
resources including conservation and recycled water. These investments or incentive payments are
identified as the “demand management” service function in the cost of service process. Demand
management costs are classified as 100 percent fixed commodity costs and are estimated to be about
$67 million in FY 2012/13, about 4 percent of the revenue requirement. The WSR is a volumetric
rate levied on each acre-foot of water that moves through the Metropolitan system. All system users
(member agency or third parties) will pay the same proportional costs for existing and future
conservation and recycling investments.
2.3 System Power Rate (SPR)
SPR would increase from $136 per acre-foot to $190 per acre-foot in 2013. The SPR is a volumetric
rate that recovers the costs of pumping water to Southern California. The SPR recovers the cost of
power for both the SWP and CRA. In FY 2012/13 the revenue requirement for the SPR is estimated
to be about $314 million, about 23 percent of the total revenue requirement.
2.4

Treatment Surcharge

The treatment surcharge would increase from its current level of $234 per acre-foot to $260 per acrefoot to collect all treatment costs in 2012/13. The treatment surcharge is a system-wide volumetric
rate set to recover the cost of providing treated water service. The treatment surcharge revenue
requirement is expected to be about $244 million in FY 2012/13, almost 18 percent of the total
revenue requirement. The treatment surcharge recovers all costs associated with providing treated
water service, including commodity, demand and standby related costs. Significant capital
improvements at Metropolitan’s five treatment plants, such as the Ozone Retrofit Program, Skinner
Filtration Plant Expansion Project, and improvement programs at all five treatment plants result in
additional capital financing costs being allocated to the treatment surcharge.
2.5

Capacity Charge

The Capacity Charge would decrease from its current level of $7,400 per cubic-foot-second to $6,600
per cubic-foot-second of capacity during 2013. The capacity charge is levied on the maximum
summer day demand placed on the system between May 1 and September 30 for a three-calendar year
period. The three-year period ending December 31, 2011 is used to levy the capacity charge effective
January 1, 2013 through December 31, 2013. Demands measured for the purposes of billing the
capacity charge include all firm demand and agricultural demand, including wheeling service and
exchanges. Replenishment service is not included in the measurement of peak day demand for
purposes of billing the capacity charge.

3

A volumetric rate is a charge applied to the actual amount of water delivered.
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The capacity charge is intended to pay for the cost of peaking capacity on Metropolitan’s system,
while providing an incentive for local agencies to decrease their use of the Metropolitan system to
meet peak day demands and to shift demands into lower use time periods particularly October
through April. Over time, a member agency will benefit from local supply investments and
operational strategies that reduce its peak day demand on the system in the form of a lower total
capacity charge. The estimated capacity charge to be paid by each member agency in calendar year
2013 (as of December 2011) is included in Schedule 10.
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Schedule 10. Capacity Charge (by member agency)

Peak Day Demand (cfs)
(May 1 through September 30)
Calendar Year

AGENCY
Anaheim
Beverly Hills
Burbank
Calleguas
Central Basin
Compton
Eastern
Foothill
Fullerton
Glendale
Inland Empire
Las Virgenes
Long Beach
Los Angeles
MWDOC
Pasadena
San Diego
San Fernando
San Marino
Santa Ana
Santa Monica
Three Valleys
Torrance
Upper San Gabriel
West Basin
Western

2009
40.7
31.0
21.6
192.8
94.7
5.9
233.8
24.3
37.4
56.0
106.1
42.7
67.2
698.2
489.5
50.2
1,055.3
3.5
16.4
25.0
132.7
39.3
27.6
221.3
214.4

2010
44.8
31.2
22.3
208.9
74.2
3.3
229.5
20.2
32.2
49.6
124.2
43.9
61.2
525.9
425.5
50.5
949.5
4.1
4.2
20.0
24.3
139.4
42.8
22.9
221.2
199.5

Total

3,927.6

3,575.3

2011
3-Year Peak
39.3
44.8
31.5
31.5
21.4
22.3
210.1
210.1
79.2
94.7
2.4
5.9
192.5
233.8
19.0
24.3
27.4
37.4
49.0
56.0
138.0
138.0
43.4
43.9
51.5
67.2
329.0
698.2
382.7
489.5
50.6
50.6
760.7
1,055.3
1.6
4.1
1.3
4.2
20.0
20.0
21.1
25.0
122.7
139.4
35.5
42.8
20.4
27.6
214.6
221.3
179.7
214.4
3,044.6

4,002.3

Calendar Year
2013 Capacity
Charge
$295,680
$207,900
$147,180
$1,386,660
$625,020
$38,940
$1,543,080
$160,380
$246,840
$369,600
$910,800
$289,740
$443,520
$4,608,120
$3,230,700
$333,960
$6,964,980
$27,060
$27,720
$132,000
$165,000
$920,040
$282,480
$182,160
$1,460,580
$1,415,040
$26,415,180

Totals may not foot due to rounding

2.6

Readiness-to-Serve Charge (RTS)

The costs of providing standby service, such as emergency storage, are recovered by the RTS.
Metropolitan’s costs for providing emergency storage capacity within the system are estimated to be
about $58 million in FY 2012/13. In addition, to simplify the rate design by reducing the number of
separate charges, the demand and standby related costs identified for the conveyance and aqueduct
service function, and standby costs for the distribution function, are also allocated to the RTS. These
costs are estimated to be about $83 million in FY 2012/13. Currently the RTS recovers $146 million,
an amount that represents a portion of the capital financing costs for facilities that serve existing
users. The RTS would remain at its current level in calendar year 2013.
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The RTS is allocated to the member agencies based on each agency’s proportional share of a ten-year
rolling average of all firm deliveries (including water transfers and exchanges that use Metropolitan
system capacity). The ten-year rolling average will not include replenishment service and interim
agricultural deliveries because these deliveries will be the first to be curtailed in the event of an
emergency. A ten-year rolling average leads to a relatively stable RTS allocation that reasonably
represents an agency’s potential long-term need for standby service under different demand
conditions. Member agencies that so choose may have a portion of their total RTS obligation offset
by standby charge collections levied by Metropolitan on behalf of the member agency. Schedule 11
provides an estimate as of December 2011 of each agency’s total RTS obligation for calendar year
2013.

Schedule 11. Readiness-to-Serve Charge (by member agency)

Member Agency
Anaheim
Beverly Hills
Burbank
Calleguas MWD
Central Basin MWD
Compton
Eastern MWD
Foothill MWD
Fullerton
Glendale
Inland Empire Utilities Agency
Las Virgenes MWD
Long Beach
Los Angeles
Municipal Water District of Orange County
Pasadena
San Diego County Water Authority
San Fernando
San Marino
Santa Ana
Santa Monica
Three Valleys MWD
Torrance
Upper San Gabriel Valley MWD
West Basin MWD
Western MWD
MWD Total
Totals may not foot due to rounding

2.7

Rolling Ten-Year
Average Firm
Deliveries (AcreFeet) FY2001/02 FY2010/11
21,892
12,041
12,605
111,069
61,810
2,832
94,113
11,169
10,225
21,707
61,330
22,730
35,737
302,313
227,364
22,799
449,537
125
972
13,464
12,284
70,981
19,931
19,031
135,862
73,619
1,827,536

RTS Share
1.20%
0.66%
0.69%
6.08%
3.38%
0.15%
5.15%
0.61%
0.56%
1.19%
3.36%
1.24%
1.96%
16.54%
12.44%
1.25%
24.60%
0.01%
0.05%
0.74%
0.67%
3.88%
1.09%
1.04%
7.43%
4.03%
100.00%

12 months @ $146
million per year
(1/13-12/13)
$
1,748,922
961,903
1,006,985
8,873,166
4,937,906
226,206
7,518,552
892,264
816,833
1,734,142
4,899,616
1,815,901
2,854,961
24,151,463
18,163,856
1,821,405
35,913,080
9,946
77,612
1,075,617
981,316
5,670,568
1,592,227
1,520,335
10,853,878
5,881,339
$
146,000,000

Purchase Order

The potential extension of the Purchase Order is part of the Long Range Finance Plan workgroup
discussions. A final decision is expected in 2012.
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Tier 2 supply rate

The Tier 2 Supply Rate reflects Metropolitan’s cost of developing long-term firm supplies. The Tier 2
Supply Rate encourages the member agencies and their customers to maintain existing local supplies
and develop cost-effective local supply resources and conservation. The Tier 2 Supply Rate also
recovers a greater proportion of the cost of developing additional supplies from member agencies that
have increasing demands on the Metropolitan system. Because of the uncertainty about supply and
critically dry conditions, Metropolitan will have to purchase water transfers in 2012/13, at a cost of as
much as or more than $290 per acre-foot. The Tier 2 Supply Rate would remain at its current level of
$290 per acre-foot.
The total revenue requirement for the supply service function is about $218 million in FY 2012/13.
At an expected average sales level of 1.7 million acre-feet (MAF) it is estimated that no acre-feet will
be sold at the Tier 2 Supply Rate. The remaining supply costs are recovered by the Tier 1 Supply
Rate and by the replenishment rate discussed below.
The two-tier pricing approach is closely linked to the Purchase Order and a base level of demand.
Based on the outcome of the Long Range Finance Plan in 2012, a detailed table with Tier 1 limits will
be provided to the Board in 2012.
2.9

Tier 1 supply rate

The Tier 1 Supply Rate would be reduced from its current level of $164 per acre-foot to $149 per
acre-foot. The Tier 1 Supply Rate recovers the majority of the supply revenue requirement. The
Tier 1 Supply Rate is simply calculated as the amount of the total supply revenue requirement that is
not recovered by the Tier 2 Supply Rate divided by the estimated amount of Tier 1 water sales. At an
expected demand level of about 1.7 MAF it is estimated that Metropolitan will sell about 1.51 MAF
at the Tier 1 Supply Rate in 2012/13.

2.10 Replenishment water rates
The board is reviewing options for a new replenishment program. If adopted, the new replenishment
program would replace the existing replenishment service program and the existing replenishment
rate would be discontinued.
3

Sales

Staff estimates of water sales used for developing the rate recommendation were based on current
member agency demands and information and an expectation that demands will trend to levels
expected under normal weather conditions. Since 1989/90, total sales have averaged about
2.00 million acre-feet per year, ranging from a high of around 2.5 million acre-feet in 1989/90 to a
low of about 1.5 million acre-feet in 1997/98. In 2011/12 water sales are projected to be around
1.7 million acre-feet. Water sales in 2012/13 are expected to be about 1.7 million acre-feet.
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Proof of Revenue

Based on expected sales of 1.7 MAF the expected revenues would be about $45 million higher than
the total revenue requirement, if the rates and charges were in effect the entire test year period. The
cost-of-service allocation assuming a full twelve months of revenue is used to allocate costs among
the various rate elements, but should not be interpreted as over- or under-collection during a given
fiscal year. However, because the recommended rates do not take effect until January 1, 2013, the
expected revenues for 2012/13 will be about $10 million (one percent) less than the total revenue
requirement in 2012/13. The total revenue requirement includes a $6-million increase in the required
reserves for the Revenue Remainder Fund. Accounting for this adjustment, the required draw from
reserves is almost $3 million in 2012/13.
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Schedule 12. FY 2012/13 Proof of Revenue if Rates Effective for Full Test Year ($ millions)

Supply
System Access Rate
Water Stewardship Rate
System Power Rate
Treatment Surcharge
Readiness-to-serve Charge
Capacity Charge
Total
Totals may not foot due to rounding

Revenues if Rates
Effective July 1st
225.8
386.2
69.5
321.9
252.9
146.0
26.3
1,428.5

Revenue
Requirements
217.8
374.1
67.5
313.7
244.4
140.8
25.3
1,383.6

Difference
8.0
12.1
1.9
8.1
8.5
5.2
1.0
44.9

% Over (Under)
Collected
4%
3%
3%
3%
3%
4%
4%
3%

Schedule 13. FY 2012/13 Proof of Revenue if Rates Effective January 1 ($ millions)

Supply
System Access Rate
Water Stewardship Rate
System Power Rate
Treatment Surcharge
Readiness-to-serve Charge
Capacity Charge
Total
Totals may not foot due to rounding
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Revenues if Rates
Effective Jan 1
238.2
376.1
71.3
272.4
239.2
146.0
30.8
1,374.0

Revenue
Requirements
217.8
374.1
67.5
313.7
244.4
140.8
25.3
1,383.6

Difference
20.5
2.0
3.7
(41.4)
(5.2)
5.2
5.5
(9.6)

% Over (Under)
Collected
9%
1%
6%
-13%
-2%
4%
22%
-1%
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Cost of Service

Prior to discussing the specific rates and charges that make up the rate structure, it is important to
understand the cost of service process that supports the rates and charges. The purpose of the cost of
service process is to: (1) identify which costs should be recovered through rates and charges;
(2) organize Metropolitan’s costs into service functions; and (3) classify service function costs on the
basis for which the cost was incurred. The purpose of sorting Metropolitan’s costs in a manner that
reflects the type of service provided (e.g., supply vs. conveyance), the characteristics of the cost
(e.g., fixed or variable) and the reason why the cost was incurred (e.g., to meet peak or average
demand) is to create logical cost of service “building blocks”. The building blocks can then be
arranged to design rates and charges with a reasonable nexus between costs and benefits.
1.1

Cost of Service Process

The general cost of service process involves the four basic steps outlined below.
Step 1 - Development Of Revenue Requirements
In the revenue requirement step, the costs that Metropolitan must recover through rates and charges,
after consideration of revenue offsets, are identified. The cash needs approach, an accepted industry
practice for government-owned utilities, has historically been used in identifying Metropolitan’s
revenue requirements and was applied for the purposes of this study. Under the cash needs approach,
revenue requirements include operating costs and annual requirements for meeting financed capital
items (debt service, funding of replacement and refurbishment from operating revenues, etc.).
Step 2 – Identification Of Service Function Costs
In the functional allocation step, revenue requirements are allocated to different categories based on
the operational functions served by each cost. The functional categories are identified in such a way
as to allow the development of logical allocation bases. The functional categories used in the cost of
service process include:


Supply



Conveyance and Aqueduct



Storage



Treatment



Distribution



Demand Management



Administrative and General



Hydroelectric

In order to provide more finite functional allocation, many of these functional categories are
subdivided into more detailed sub-functions in the cost of service process. For example, costs for the
Supply and Conveyance and Aqueduct functions are further subdivided into the sub-functions State
Water Project (SWP), Colorado River Aqueduct (CRA), and Other. Similarly, costs in the Storage
function are broken down into the sub-functions Emergency Storage, Drought Carryover Storage, and
Regulatory Storage.
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Step 3 - Classification Of Costs
In the cost classification step, functionalized costs are separated into categories according to their
causes and behavioral characteristics. Proper cost classification is critical in developing a rate
structure that recovers costs in a manner consistent with the causes and behaviors of those costs.
Under American Water Works Association (AWWA) guidelines, cost classification may be done
using either the Base/Extra-Capacity approach or the Commodity/Demand approach. In the simplest
sense, these approaches offer alternative means of distinguishing between utility costs incurred to
meet average or base demands and costs incurred to meet peak demands. The Commodity/Demand
approach was modified for its application to Metropolitan’s rate structure by adding a separate cost
classification for costs related to providing standby service. Analysis of system operating data
indicated that a modified Commodity/Demand approach was most appropriate for developing
Metropolitan’s cost of service classification bases.
Step 4 - Allocation Of Costs To Rate Design Elements
The allocation of costs to the rate design elements depends on the purpose for which the cost was
incurred and the manner in which the member agencies use the Metropolitan system. For example,
costs incurred to meet average system demands are typically recovered by dollar per acre-foot rates
and are allocated based on the volume of water purchased by each agency. Rates that are levied on
the amount or volume of water delivered are commonly referred to as volumetric rates as the
customer’s costs vary with the volume of water purchased. Costs incurred to meet peak demands
(referred to in this report as demand costs) are recovered through a peaking charge (the Capacity
Charge) and are allocated to agencies based on their peak demand behavior. Costs incurred to
provide standby service in the event of an emergency are referred to here as standby costs.
Differentiating between costs for average usage and peak usage is just one example of how the cost of
service process allows for the design of rates and charges that improves overall customer equity and
efficiency. Figure 1 summarizes the cost of service process.
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Figure 1. The Cost of Service Process

1.2

Step 1

Development of Revenue
Requirement

Step 2

Functionalization of
Costs

Step 3

Classification of
Costs

Step 4

Allocation of Costs to Rate
Design Elements

Revenue Requirements

The estimated revenue requirements presented in this report are for FY 2013/14. Throughout the
report, FY 2013/14 is used as the “test year” to demonstrate the application of the cost of service
process. Schedule 1 summarizes the FY 2013/14 revenue requirement by the major budget line items
used in Metropolitan’s budgeting process. Current estimates indicate Metropolitan’s annual cash
expenditures (including capital financing costs, but not construction outlays financed with bond
proceeds) will total approximately $1.58 billion in FY 2013/14.
The rates and charges do not have to cover this entire amount. Metropolitan generates a significant
amount of revenue from interest income, hydroelectric power sales and miscellaneous income. These
internally generated revenues are referred to as revenue offsets and are expected to generate about
$40 million in FY 2013/14. It is expected that Metropolitan will also generate about $81 million in
ad valorem property tax revenues and annexation charges. Property tax revenues are used to pay for a
portion of Metropolitan’s general obligation bond debt service, and a portion of Metropolitan’s
obligation to pay for debt service on bonds issued to fund the State Water Project. The total revenue
offsets for FY 2013/14 are estimated to be around $121 million. Therefore, the revenue required
from rates and charges is the difference between the total costs and the revenue offsets, or
$1.461 billion. Given an effective date of January 1, 2014, the rates and charges recommended in this
report, combined with rates and charges effective through December 31, 2013 will generate a total of
$1.458 billion in 2013/14. The shortfall of $3 million will be covered through withdrawals from the
Water Rate Stabilization Fund during 2013/14.
All of Metropolitan’s costs fall under the broad categories of Departmental Costs or General District
Requirements. Departmental Costs include budgeted items identified with specific organizational
groups. General District Requirements consist of requirements associated with the Colorado River
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Aqueduct, State Water Project, the capital financing costs associated with the Capital Investment
Program (CIP), and Water Management Programs. General District Requirements also include
reserve fund transfers required by bond covenants and Metropolitan’s Administrative Code.
When considered in total, General District Requirements make up approximately 72 percent of the
absolute value of the allocated costs. The largest component of the revenue requirement relates to
SWP expenditures, which make up approximately 33 percent of Metropolitan’s FY 2013/14 revenue
requirements. Metropolitan’s SWP contract requires Metropolitan to pay its allocated share of the
capital, minimum operations, maintenance, power and replacement costs incurred to develop and
convey its water supply entitlement, irrespective of the quantity of water Metropolitan takes delivery
of in any given year. Metropolitan’s capital financing program is the second largest component of the
revenue requirement, constituting approximately 28 percent of the revenue requirement.
Departmental O&M costs make up 21 percent of the total revenue requirement in FY 2013/14. Water
System Operations is the largest single component of the Departmental Costs and accounts for
12 percent of the revenue requirements. Water System Operations responsibilities include operating
and maintaining Metropolitan’s pumping, storage, treatment, and hydroelectric facilities, as well as
the Colorado River Aqueduct and other conveyance and supply facilities.
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Schedule 1. Revenue Requirements (by budget line item)
Fiscal Year Ending
2014
Departmental Operations & Maintenance
Office of the General Manager & Human Resources
External Affairs
Water System Operations
Chief Financial Officer
Corporate Resources
Real Property Development & Mgmt
Water Resource Management
Ethics Department
General Counsel
Audit Department
Total

$

General District Requirements
State Water Project
Colorado River Aqueduct
Supply Program Costs paid from operating revenues
Water Management Programs
Capital Financing Program
Other O&M
Increase (Decrease) in Required Reserves
Total
Revenue Offsets
Net Revenue Requirements

20,318,700
15,998,100
210,991,000
6,781,500
66,966,300
5,288,300
15,197,200
459,200
11,564,600
2,123,800
355,688,700

1.2%
0.9%
12.4%
0.4%
3.9%
0.3%
0.9%
0.0%
0.7%
0.1%
20.9%

563,752,923
24,926,279
44,883,518
53,624,040
477,330,874
38,129,600
24,200,000
1,226,847,234

33.1%
1.5%
2.6%
3.1%
28.0%
2.2%
1.4%
72.0%

(121,527,134)
$

1,461,008,799

(1) Given as a percentage of the absolute values of total dollars allocated.
Totals may not foot due to rounding
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Service Function Costs

Several major service functions result in the delivery of water to Metropolitan’s member agencies.
These include the supply itself, the conveyance capacity and energy used to move the supply, storage
of water, distribution of supplies within Metropolitan’s system, and treatment of these supplies.
Metropolitan’s rate structure recovers the majority of the cost of providing these functions through
rates and charges.
The functional categories developed for Metropolitan’s cost of service process are consistent with the
AWWA rate setting guidelines, a standard chart of accounts for utilities developed by the National
Association of Regulatory Commissioners (NARUC), and the National Council of Governmental
Accounting. Because all water utilities are not identical, the rate structure reflects Metropolitan’s
unique physical, financial, and institutional characteristics.
A key goal of functional allocation is to maximize the degree to which rates and charges reflect the
costs of providing different types of service. For functional allocation to be of maximum benefit, two
criteria must be kept in mind when establishing functional categories.


The categories should correlate charges for different types of service with the costs of
providing those different types of service; and



Each function should include reasonable allocation bases by which costs may be allocated.

Each of the functions developed for the cost of service process is described below.


Supply. This function includes costs for those SWP and CRA facilities and programs that
relate to maintaining and developing supplies to meet the member agencies’ demands. For
example, Metropolitan’s supply related costs include investments in the Conservation
Agreement with the Imperial Irrigation District and the Palo Verde Irrigation District (PVID)
Program from the Colorado River supply programs. The SWP programs include transfer
programs such as Kern Delta, Program, Semitropic Water Storage Program, Yuba Accord
Program, and the Arvin-Edison Water Storage Program. Costs for in-basin programs within
Metropolitan’s service area, such as Proposition 13 are also included.



Conveyance and Aqueduct. This function includes the capital, operations, maintenance, and
overhead costs for SWP and CRA facilities that convey water through Metropolitan’s internal
distribution system. Variable power costs for the SWP and CRA are also considered to be
Conveyance and Aqueduct costs but are separately reported under a “power” sub-function.
Conveyance and Aqueduct facilities can be distinguished from Metropolitan’s other facilities
primarily by the fact that they do not typically include direct connections to the member
agencies. For purposes of this study, the Inland Feeder Project functions as an extension of
the SWP East Branch and is therefore considered a Conveyance and Aqueduct facility as
well.



Storage. Storage costs include the capital financing, operating, maintenance, and overhead
costs for Diamond Valley Lake, Lake Mathews, Lake Skinner, and five smaller regulatory
reservoirs within the distribution system. Metropolitan’s larger storage facilities are operated
to provide: (1) emergency storage in the event of an earthquake or similar system outage;
(2) drought storage that produces additional supplies during times of shortage; and
(3) regulatory storage to balance system demands and supplies and provide for operating
flexibility. To reasonably allocate the costs of storage capacity among member agencies, the
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storage service function is categorized into sub-functions of emergency, drought, and
regulatory storage.


Treatment. This function includes capital financing, operating, maintenance, and overhead
costs for Metropolitan’s five treatment plants and is considered separately from other costs so
that treated water service may be priced separately.



Distribution. This function includes capital financing, operating, maintenance, and overhead
costs for the “in-basin” feeders, canals, pipelines, laterals, and other appurtenant works. The
“in-basin” facilities are distinguished from Conveyance and Aqueduct facilities at the point of
connection to the SWP, Lake Mathews, and other major turnouts along the CRA facilities.



Demand Management. A separate demand management service function has been used to
clearly identify the cost of Metropolitan’s investments in local resources like conservation,
recycling, and desalination.



Administrative and General (A&G). These costs occur in each of the Groups’ departmental
budgets and reflect overhead costs that cannot be directly functionalized. The cost-of-service
process allocates A&G costs to the service functions based on the labor costs of non-A&G
dollars allocated to each function.



Hydroelectric. Hydroelectric costs include the capital financing, operating, maintenance, and
overhead costs incurred to operate the 16 small hydroelectric plants located throughout the
water distribution system.

1.3.1 Functional Allocation Bases
The functional allocation bases are used to allocate a cost to the various service functions. The
primary functional allocation bases used in the cost-of-service process are listed below.





Direct assignment
Net Book Value plus Work-In-Progress
Prorating in proportion to other allocations
Manager analysis

Schedule 2 summarizes the amounts of total cost allocated using each of the above types of allocation
bases.
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Schedule 2. Summary of Functional Allocations by Type of Allocation Basis
Estimated for
Primary Functional Allocation Bases
FY 2014
Direct Assignment
$
1,041,744,227
Work in Progress/Net Book Value
518,649,374
Prorating
63,006,348
Manager Analysis
35,779,600
Other
$
44,883,518
Total Dollars Allocated
$
1,704,063,068

Portion of Above Allocations Relating to:
Revenue Requirements before Offsets
Revenue Offsets
Total Dollars Allocated
Totals may not foot due to rounding
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1,582,535,934
121,527,134
1,704,063,068

% of Allocated
Dollars
61.1%
30.4%
3.7%
2.1%
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Each of the primary allocation bases is discussed in detail in the remainder of this section. Discussion
of each allocation basis includes examples of costs allocated using that particular basis.
(a) Direct assignment
Direct assignment makes use of a clear and direct connection between a revenue requirement and
the function being served by that revenue requirement. Directly assigned costs typically include:
Costs associated with specific treatment plants, purely administrative costs, and certain
distribution and conveyance departmental costs. Examples of costs that are directly assigned to
specific functional categories are given below.



Water System Operations Group departmental costs for treatment plants are directly
assigned to treatment.
Transmission charges for State Water Contract are directly assigned to conveyance
SWP.

(b) Work-In-Progress; Net Book Value Plus Work-In-Progress
Capital financing costs, including debt service and funding replacements and refurbishments
from operating revenues, comprise about 28 percent of Metropolitan’s annual revenue
requirements. One approach would be to allocate payments on each debt issue in direct
proportion to specific project expenditures made using bond proceeds. But, this approach would
result in a high degree of volatility in relative capital cost allocations from year to year. The
approach used in this analysis is one widely used in water industry cost of service studies.
Capital and debt-related costs (including repair and replacement costs paid from current
revenues) are allocated on the basis of the relative net book values of fixed assets within each
functional category. This approach produces capital cost allocations that are consistent with the
functional distribution of assets. Also, since the allocation basis is tied to fixed asset records
rather than debt payment records, the resulting allocations are more reflective of the true useful
lives of assets. Use of net book values as an allocation basis provides an improved matching of
functional costs with asset lives. A listing of fixed asset net book values summarized by asset
function is shown in Schedule 3.
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Schedule 3. Net Book Value and Work in Progress Allocation Base
NBV for
Functional Categories
FY 2014
Source of Supply
$
22,855,983
Conveyance & Aqueduct
1,849,143,743
Storage
2,236,593,975
Treatment
3,279,376,388
Distribution
1,324,730,492
Administrative & General
317,241,039
Hydroelectric
112,451,435
Total Fixed Assets Net Book Value
$
9,142,393,053
Totals may not foot due to rounding

% of Total
NBV
0.3%
20.2%
24.5%
35.9%
14.5%
3.5%
1.2%
100.0%

In most instances, the cost-of-service process uses net book value plus work-in-progress to
develop allocation bases for debt and capital costs. For organizational units handling current
construction activity, however, allocations are based on work-in-progress alone. For these
organizational units, exclusion of net book value from the allocation basis is done because the
costs being allocated relate directly to work in progress not yet reflected in the completed assets
records.
Examples of revenue requirements allocated using these net book value and work-in-progress
allocations are shown below.



Revenue Bond Debt Service: allocated using Work In Progress plus Net Book Value.
Annual deposit of operating revenue to replacement and refurbishment fund:
allocated using Work In Progress plus Net Book Value.

To calculate the relative percentage of fixed assets in each functional category, Metropolitan
staff conducted a detailed analysis of historical accounting records and built a database of fixed
asset accounts that contains records for all facilities currently in service and under construction.
Each facility was sorted into the major service function that best represented the facilities
primary purpose and was then further categorized into the appropriate sub-functions described
earlier.

(c) Prorating in proportion to other allocations
Utility cost of service studies frequently contain line items for which it would be difficult to
identify an allocation basis specific to that line item. In these cases, the most logical allocation
basis is often a prorata blend of allocation results calculated for other revenue requirements in
the same departmental group, or general category. Reasonable prorata allocations are based on a
logical nexus between a cost and the purpose which it serves. For example: Human Resources
Section costs are allocated using all labor costs, since Human Resources spends its time and
resources attending to the labor force.
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(d) Manager analyses
The functional interrelationships of some organizational units are so complex and/or dynamic
that reliable allocation bases can only be developed with extensive input from the organization’s
managers. In these cases, managers use their firsthand knowledge of the organization’s internal
operations to generate a functional analysis of departmental costs. An example of revenue
requirements allocated based on manager analyses is: Water System Operations Group:
Operations Planning Unit.
A summary of the functional allocation results is shown in Schedules 4 and 5. Schedule 4 provides a
breakdown of the revenue requirement for FY 2013/14 into the major service functions and subfunctions prior to the redistribution of administrative and general costs. Schedule 5 serves as a crossreference summarizing how the budget line items are distributed among the service functions. The
largest functional component of Metropolitan’s revenue requirement is the Conveyance and Aqueduct
function, which constitutes approximately 41 percent of the allocated revenue requirement.
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Schedule 4. Revenue Requirement (by service function)
Fiscal Year Ending
Functional Categories
2014
Source of Supply
CRA
$
36,971,823
SWP
108,983,937
Other Supply
10,744,171
Total
156,699,932

% of Allocated
Dollars (1)
2.5%
7.4%
0.7%
10.6%

Conveyance & Aqueduct
CRA
CRA Power (net of sales)
CRA All Other
SWP
SWP Power
SWP All Other
Other Conveyance & Aqueduct
Total

34,718,934
45,433,359

2.3%
3.1%

230,741,829
212,715,867
79,311,888
602,921,876

15.6%
14.4%
5.4%
40.7%

Storage
Storage Costs Other Than Power
Emergency
Drought
Regulatory
Wadsworth plant pumping/generation
Total

61,016,031
49,668,375
15,652,846
(505,271)
125,831,981

4.1%
3.4%
1.1%
0.0%
8.6%

Treatment
Jensen
Weymouth
Diemer
Mills
Skinner
Total

47,460,371
52,770,848
58,750,207
34,302,398
71,278,776
264,562,599

3.2%
3.6%
4.0%
2.3%
4.8%
17.9%

132,472,705
Distribution
61,751,357
Demand Management
(9,660,187)
Hydroelectric
126,428,537
Administrative & General
Total Functional Allocations:
$
1,461,008,799
(1) Given as a percentage of the absolute values of total dollars allocated.
Totals may not foot due to rounding
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Schedule 5. Service Function Revenue Requirements (by budget line item)
Source of

Conveyance &

Supply

Aqueduct

Storage

Treatment

Distribution

Demand

Hydro

Administrative

Total $

Management

Electric

& General

Allocated

Departmental Operations & Maintenance
Office of the General Manager & Human Resources

$

External Affairs
Water System Operations

1,000,399 $

7,752,208 $

591,220 $

3,386,660 $

2,308,977 $

-

-

-

-

-

12,925,414

Chief Financial Officer

-

Business Technology & Engineering Services

2,027,317

Real Property Development & Mgmt

-

Water Resource Management

10,386,182

36,212,956
8,555,721
-

3,447,068
7,658,198
5,288,300

5,871

-

96,781,777
15,425,373
240,698

56,410,059
8,308,169
1,204,198

198,850 $
2,968,200
8,745
389,660
3,360,251

181,952 $
4,249,447
688,839

4,898,434 $

20,318,700

13,029,900

15,998,100

955,534

210,991,000

6,781,500

6,781,500

23,913,023

66,966,300

-

-

5,288,300

-

-

15,197,200

Ethics Department

-

-

-

-

-

-

-

459,200

459,200

General Counsel

-

-

-

-

-

-

-

11,564,600

11,564,600

Audit Department

-

-

-

-

-

-

-

2,123,800

2,123,800

63,725,991

355,688,700

Total Departmental O&M

26,339,312

52,526,756

16,984,786

115,834,507

68,231,403

6,925,706

5,120,238

84,978,587

478,774,336

-

-

-

-

-

-

563,752,923

24,926,279

General District Requirements
State Water Project
Colorado River Aqueduct

-

Water Transfers and Storage Programs

44,883,518

Demand Management

-

Capital Financing Program
Other Operating Costs
Increase (Decrease) in Required Reserves

Net Revenue Requirements
Totals may not foot due to rounding
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-

-

-

24,926,279

-

-

-

-

44,883,518

-

-

-

-

-

-

110,250,132

162,865,294

90,790,370

697,678

1,137,255

412,316

2,361,856

1,610,280

(1,335,199)

$

-

-

90,922,827

-

Revenue Offsets

-

-

1,136,036

131,695,819

Total General District Requirements

-

-

156,699,932 $

595,760,697

(45,365,578)

602,921,876 $

110,662,449

(1,815,253)

125,831,981 $

-

-

165,227,150

92,400,651

(16,499,058)

(28,159,349)

264,562,599 $

132,472,705 $

53,624,040
1,727,778
55,351,818

(526,167)

53,624,040

5,636,486

15,729,728

477,330,874

126,894

30,055,542

38,129,600

24,200,000

24,200,000

5,763,380

-

69,985,271

1,226,847,234

(20,543,805)

(7,282,725)

61,751,357 $ (9,660,187) $

126,428,537 $

(121,527,134)

1,461,008,799
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Classified Costs

In the cost classification step, functionalized costs are further categorized based on the causes and
behavioral characteristics of these costs. An important part of the classification process is identifying
which costs are incurred to meet average demands vs. peak demands and which costs are incurred to
provide standby service. As with the functional allocation process, the proposed classification
process is consistent with AWWA guidelines, but has been tailored to meet Metropolitan’s specific
operational structure and service environment.
In the cost of service process, cost classification is done using a hybrid of two methods discussed in
the AWWA M1 Manual, Principles of Water Rates, Fees and Charges. These two methods are the
Commodity/Demand method and the Base/Extra Capacity method.
The Commodity/Demand method allocates costs that vary with the amount of water produced to the
commodity category with all other costs associated with water production allocated to the demand
category. In the Base/Extra Capacity method, costs related to average demand conditions are
allocated to the base category and capacity costs associated with meeting above average demand
conditions are allocated to the extra capacity category.
The approach used to classify Metropolitan’s costs differs from the Base/Extra Capacity method by
the fact that costs are separated into a variable category and a fixed category. The Base/Extra
Capacity method does not separate these costs into two categories but rather combines them into one
category referred to as base costs. The approach used to classify Metropolitan’s costs differs from the
Commodity/Demand method in the fact that demand costs are separated into fixed commodity and
fixed demand costs. The Commodity/Demand method would not make this distinction, but would
combine these costs into the demand category. By using the hybrid method, costs are disaggregated
to a lower level of detail, providing greater visibility to costs. Under the hybrid classification method,
functional cost categories are reallocated into demand, commodity, or standby categories, which are
discussed below. Classification of costs into these categories depends on an analysis of system
capacity as well as actual system operating data.
Classification categories used in the analysis include:


Fixed demand costs



Fixed commodity costs



Fixed standby costs



Variable commodity costs



Hydroelectric costs

Demand costs are incurred to meet peak demands. Only the direct capital financing costs were
included in the demand classification category. A portion of capital financing costs was included in
the demand cost category because in order to meet peak demands additional physical capacity is
designed into the system and, therefore, additional capital costs are incurred. Commodity costs are
generally associated with average system demands. Variable commodity costs include costs of
chemicals, most power costs, and other cost components that increase or decrease in relation to the
volume of water supplied. Fixed commodity costs include fixed operations and maintenance and
capital financing costs that are not related to accommodating peak demands or standby service.
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Standby service costs relate to Metropolitan’s role in ensuring system reliability during emergencies
such as an earthquake or an outage of a major facility like the Colorado River Aqueduct. The two
principal components of the standby costs were identified as the emergency storage capacity within
the system and the standby capacity within the State Water Project conveyance system.
An additional component used in Metropolitan’s cost classification process is the hydroelectric
component. While not a part of most water utilities’ cost classification procedures, the hydroelectric
classification component is necessary to segregate revenue requirements carried from the
hydroelectric function established in the functional allocation process. Hydroelectric revenue
requirements are later embedded in the distribution function. Any net revenues generated by the
hydroelectric operations offset the distribution costs and reduce the System Access Rate. All users of
the distribution system benefit proportionately from the revenue offset provided by the sale of
hydroelectric energy.
Schedule 6 provides the classification percentages used to distribute the service function costs into
demand, commodity and standby service classification categories. All of the supply costs are
classified as fixed commodity costs. Because these particular supply costs have been incurred to
provide an amount of annual reliable system yield and not to provide peak demand delivery capability
or standby service, they are reasonably treated as fixed commodity costs.
Costs for the Conveyance and Aqueduct (C&A) service function are classified into demand,
commodity, and standby categories. Because the capital costs for C&A were incurred to meet all
three classification categories, an analysis of C&A capacity usage for the three years ending
June 2014 was used to determine that 52 percent of the available conveyance capacity has been used
to meet member agency demands on an average annual basis. A system peak factor1 of 1.4 was
applied to the average annual usage to determine that 22 percent of available capacity is used to meet
peak monthly deliveries to the member agencies. The remaining portion of C&A, around 26 percent,
is used for standby. The same classification percentages are applied to the CRA, SWP, and Other
(Inland Feeder) Conveyance and Aqueduct sub-functions. The classification shares reflect the system
average use of conveyance capacity and not the usage of individual facilities. All of the Conveyance
and Aqueduct energy costs for pumping water to Southern California are classified as variable
commodity costs and, therefore, are not shown in Schedule 6 because they carry through the
classification step.
Storage service function costs for emergency, drought and regulatory storage are also distributed to
the classification categories based on the type of service provided. Emergency storage costs are
classified as 100 percent standby related. Emergency storage is a prime example of a cost
Metropolitan incurs to ensure the reliability of deliveries to the member agencies. In effect, through
the emergency storage capacity in the system, Metropolitan is “standing by” to provide service in the
event of a catastrophe such as a major earthquake that disrupts regional conveyance capacity for an
extended period of time. Drought carryover storage serves to provide reliable supplies by carrying
over surplus supplies from periods of above normal precipitation and snow pack to drought periods
when supplies decrease. Drought storage creates supply and is one component of the portfolio of
resources that result in a reliable amount of annual system supplies. As a result, drought storage is
classified as a fixed commodity cost, in the same manner as Metropolitan’s supply costs. Regulatory
storage within the Metropolitan system provides operational flexibility in meeting peak demands and

1

Peak monthly deliveries to the member agencies average about 42 percent more than the average monthly
deliveries.
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flow requirements, essentially increasing the physical distribution capacity. Therefore, regulatory
storage is classified in the same manner as distribution costs.
Distribution service function costs were classified using daily flow data for the three calendar years
ending December 2014. During this period, the average annual volume of deliveries to the member
agencies used 42 percent of the peak distribution capacity. The difference between the three-year
average non-coincident peak and the commodity flows divided by the system capacity, or 38 percent
of the distribution capacity, was used to meet peak day demands in excess of average annual flows.
Although the Metropolitan distribution system has a great deal of operational flexibility, the total
amount of distribution capacity was limited to the peak non-coincident2 24-hour daily flow of all the
member agencies. The remaining 20 percent of distribution capacity is associated with standby
service.
As presented in Schedule 6, treatment service function costs were also classified using daily flow data
of deliveries to the member agencies for the three years ending December 2014. Total treated water
capacity of 4,204 cfs, the total design capacity of all the treatment plants, was used in the calculation.
Schedule 7 summarizes the service function revenue requirements by classification category.
Administrative and general costs have been allocated to the classification categories by service
function based on the ratio of classified non-A&G service function costs to total non-A&G service
function costs.

2

The term “non-coincident” means that the peak day flow for each agency may or may not coincide with the
peak day system flow. Both non-coincident and coincident approaches to measuring peak demands are used in
rate design approaches. A non-coincident approach is used in the rate design to capture the different operating
characteristics of the member agencies (e.g., the distribution system is designed to meet peak demands in
different load areas within the System that have non-coincident demands due to each member agencies unique
operating characteristics).
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Schedule 6. Classification Percentages
Function
Source of Supply
Colorado River Aqueduct
State Water Project
Conveyance & Aqueduct

Colorado River Aqueduct

Classification Percentages
Fixed
Commodity
Demand
Standby
100%
100%

0%
0%

0%
0%

Total %
Classified
100%
100%

Supply costs classified as commodity
Supply costs classified as commodity
Demand (peaking) percentage represents application of system monthly
peak factor of 1.4 to average monthly flow. Commodity percentage
represents average flows. Remainder of capacity is for standby
(expected growth). SWP and CRA are treated the same due to
application of system wide uniform price.

52%

22%

26%

100%

State Water Project
Other
Storage
Emergency
Drought
Regulatory

52%
52%

22%
22%

26%
26%

100%
100%

0%
100%
42%

0%
0%
37%

100%
0%
20%

100%
100%
100%

Treatment

32%

36%

32%

100%

Distribution

42%

37%

20%

100%

Totals may not foot due to rounding
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Comments

Standby service (recovered by RTS)
Recovered by Supply Rates
See distribution (below)
Demand percentage represents amount of system treatment capacity
used to meet peak day flows in excess of average. Commodity
percentage represents amount of capacity used to meet average flows.
Standby percentage is estimated as remaining total capacity. The same
classification is applied to all five treatment plants due to the use of a
uniform system wide treatment surcharge.
Demand percentage represents amount of system distribution capacity
used to meet peak day flows in excess of average. Commodity
percentage represents amount of capacity used to meet average flows.
Standby percentage is estimated as remaining total system capacity.
The same classification is applied to all distribution facilities due to the
use of a system wide uniform system access rate.
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A summary of cost classification results is shown in Schedule 7. The classification of the service
function costs results in about 9 percent, or $131 million of the total revenue requirements, being
allocated to the demand classification category. This amount represents a reasonable estimate of the
annual fixed capital financing costs incurred to meet peak demands (plus the allocated administrative
and general costs). A portion of Metropolitan’s property tax revenue is allocated to C&A fixed
demand costs and offsets the amount that is recovered through rates. The taxes are used to pay for the
general obligation bond debt service allocated to the C&A costs.
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Schedule 7. Service Function Revenue Requirements (by classification category)
Functional Categories
(by sub-Fuction)
Source of Supply
CRA
SWP
Other Supply
Subtotal: Source of Supply

Fixed
Demand
$

Conveyance & Aqueduct
CRA
CRA Power
CRA All Other
SWP
SWP Power
SWP All Other
Other Conveyance & Aqueduct
Subtotal: Conveyance & Aqueduct
Storage
Storage Costs Other Than Power
Emergency
Drought
Regulatory
Storage Power
Subtotal: Storage
Water Quality
CRA
SWP
Other
Subtotal: Water Quality
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-

$

41,284,351
121,696,219
11,997,410
174,977,980

2,483,559

-

41,284,351
121,696,219
11,997,410
174,977,980

11,265,365
45,073,449

2,941,460

25,857,990
-

-

37,123,355
50,498,468

18,730,357
16,532,268
37,746,185

194,845,930
50,003,637
301,188,382

22,183,724
20,434,098
45,559,281

242,242,704
268,100,694

-

242,242,704
235,760,011
86,970,003
652,594,541

5,473,802
5,473,802

55,461,874
8,648,797
64,110,672

65,614,980
2,974,091
68,589,070

(530,455)
(530,455)

-

65,614,980
55,461,874
17,096,690
(530,455)
137,643,089

25,571,061
130,909,178 $

$

155,173,080
106,675,824
68,954,260
871,080,197 $

-

$

Total
Classified

Hydroelectric

-

62,118,130

$

Variable
Commodity

Standby

-

-

Treatment
Distribution
Demand Management
Hydroelectric
Total Costs Classified
Totals may not foot due to rounding

Commodity

39,834,410
13,893,570
167,876,332 $

-

$

31,710,719
299,280,958 $

-

$

-

-

(8,137,866)
(8,137,866) $

288,836,340
146,140,456
68,954,260
(8,137,866)
1,461,008,799
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About 60 percent of the revenue requirement ($871 million) is classified as “fixed commodity.”
These fixed capital and operating costs are incurred by Metropolitan to meet annual average
service needs and are typically recovered by a combination of fixed charges and volumetric rates.
Fixed capital costs classified to the “Standby” category total about $168 million and account for
about 11 percent of the revenue requirements. Standby service costs are commonly recovered by
a fixed charge allocated on a reasonable representation of a customer’s need for standby service.
The variable commodity costs for power on the conveyance and aqueduct systems, and power,
chemicals and solids handling at the treatment plants change with the amount of water delivered
to the member agencies. These costs are classified as variable commodity costs, total about
$299 million, and account for about 20 percent of the total revenue requirement. Because of the
variable nature of these costs, it is appropriate to recover them through volumetric rates.

2

Rates and Charges

Schedule 8 provides a cross-reference between the classified service function costs and their
allocation to the rate design elements. The specifics of each rate design element are discussed in
detail in the following section. Schedule 9 summarizes the rates and charges that would be
effective on January 1, 2014 in order to collect all costs from rates and charges in fiscal year
2013/14, with the use of $3 million draws from reserve funds. Average costs by member agency
will vary depending upon an agency’s RTS allocation, capacity charge and relative proportions of
treated and untreated Tier 1, and Tier 2 purchases.

Page 108 of 199

1/10/2012 Board Meeting

8-1

Attachment 3, Page 24 of 29

Schedule 8. Classified Service Function Revenue Requirements (by rate design element)
Rate Design Elements
Service Function by Classification Category
Supply
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Supply

Supply Rates

$

Conveyance and Aqueduct
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Conveyance and Aqueduct

$
174,977,980
174,977,980

-

Storage
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Storage

55,461,874
(530,455)
54,931,419

Treatment
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Treatment

-

Distribution
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Distribution

-

Demand Management
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Subtotal: Demand Management

-

Total
Fixed Demand
Fixed Commodity
Fixed Standby
Variable Commodity
Hydroelectric
Total
Totals may not foot due to rounding
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$

230,439,855
(530,455)
229,909,400 $

System Access
Rate

-

Water
Stewardship
Rate
$

-

System Power Rate

$

-

301,188,382
301,188,382

-

8,648,797
8,648,797

-

-

-

-

-

-

-

106,675,824
(8,137,866)
98,537,958

-

416,513,003
(8,137,866)
408,375,137 $

68,954,260
68,954,260

68,954,260
68,954,260 $

Capacity Charge

$

268,100,694
268,100,694

-

268,100,694
268,100,694 $

-

Readiness-toServe Charge

Treatment Surcharge

$

$

-

5,473,802
5,473,802

-

25,571,061
25,571,061

-

31,044,863
31,044,863 $

-

-

Total Costs
Allocated

$

174,977,980
174,977,980

37,746,185
45,559,281
83,305,466

-

37,746,185
301,188,382
45,559,281
268,100,694
652,594,541

68,589,070
68,589,070

-

5,473,802
64,110,672
68,589,070
(530,455)
137,643,089

-

13,893,570
13,893,570

-

37,746,185
128,041,922
165,788,107 $

62,118,130
155,173,080
39,834,410
31,710,719
288,836,340

62,118,130
155,173,080
39,834,410
31,710,719
288,836,340

-

25,571,061
106,675,824
13,893,570
(8,137,866)
138,002,589

-

68,954,260
68,954,260

62,118,130
155,173,080
39,834,410
31,710,719
288,836,340

$

130,909,178
871,080,197
167,876,332
299,280,958
(8,137,866)
1,461,008,799
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Schedule 9. Rates and Charges Summary
Tier 1 Supply Rate ($/AF)
Delta Supply Surcharge ($/AF)
Tier 2 Supply Rate ($/AF)

Effective January 1st

2012
$95
$69
$290

2013
$149
*
$290

2014
$157
*
$290

System Access Rate ($/AF)

$217

$228

$247

Water Stewardship Rate ($/AF)

$43

$41

$42

System Power Rate ($/AF)

$136

$190

$164

Full Service Untreated Volumetric Cost ($/AF)
Tier 1
Tier 2
Replenishment Water Rate Untreated ($/AF)
Interim Agricultural Water Program Untreated ($/AF)

$560
$686
$442
$537

$608
$749
**
***

$610
$743
**
***

Treatment Surcharge ($/AF)
Full Service Treated Volumetric Cost ($/AF)
Tier 1
Tier 2
Treated Replenishment Water Rate ($/AF)
Treated Interim Agricultural Water Program ($/AF)

$234

$260

$302

$794
$920
$651
$765

$868
$1,009
**
***

$912
$1,045
**
***

Readiness-to-Serve Charge ($M)

$146

$146

$169

$7,400

$6,600

$8,900

Capacity Charge ($/cfs)

* The Delta Supply Surcharge will be suspended after 2012.
** Under the current replenishment program proposal there would be no discounted replenishment rates after 2012.
*** The Interim Agricultural Water Program will be discontinued after 2012.

2.1

System Access Rate (SAR)

The SAR is a volumetric3 system-wide rate levied on each acre-foot of water that moves through the
MWD system. All system users (member agency or third party) pay the SAR to use Metropolitan’s
conveyance and distribution system. To meet the board stated objective to collect all costs in
2013/14, the SAR would increase to $247 per acre-foot. The SAR recovers the cost of providing
conveyance and distribution capacity to meet average annual demands. Current estimates indicate
that the SAR revenue requirement will be about $408 million in FY 2012/13, or 28 percent of the
total revenue requirement.
2.2

Water Stewardship Rate (WSR)

The WSR would increase to $42 per acre-foot. The WSR recovers the costs of providing financial
incentives for existing and future investments in local resources including conservation and recycled
water. These investments or incentive payments are identified as the “demand management” service
function in the cost of service process. Demand management costs are classified as 100 percent fixed
commodity costs and are estimated to be about $69 million in FY 2013/14, about 5 percent of the
revenue requirement. The WSR is a volumetric rate levied on each acre-foot of water that moves

3

A volumetric rate is a charge applied to the actual amount of water delivered.
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through the Metropolitan system. All system users (member agency or third parties) will pay the
same proportional costs for existing and future conservation and recycling investments.
2.3 System Power Rate (SPR)
SPR would decrease to $164 per acre-foot in 2014. The SPR is a volumetric rate that recovers the
costs of pumping water to Southern California. The SPR recovers the cost of power for both the
SWP and CRA. In FY 2013/14 the revenue requirement for the SPR is estimated to be about
$268 million, about 18 percent of the total revenue requirement.
2.4

Treatment Surcharge

The treatment surcharge would increase to $302 per acre-foot to collect all treatment costs in
2013/14. The treatment surcharge is a system-wide volumetric rate set to recover the cost of
providing treated water service. The treatment surcharge revenue requirement is expected to be about
$288 million in FY 2013/14, almost 20 percent of the total revenue requirement. The treatment
surcharge recovers all costs associated with providing treated water service, including commodity,
demand and standby related costs. Significant capital improvements at Metropolitan’s five treatment
plants, such as the Ozone Retrofit Program, Skinner Filtration Plant Expansion Project, and
improvement programs at all five treatment plants result in additional capital financing costs being
allocated to the treatment surcharge.
2.5

Capacity Charge

The Capacity Charge would increase to $8,900 per cubic-foot-second of capacity during 2014. The
capacity charge is levied on the maximum summer day demand placed on the system between May 1
and September 30 for a three-calendar year period. The three-year period ending December 31, 2012
is used to levy the capacity charge effective January 1, 2014 through December 31, 2014. Demands
measured for the purposes of billing the capacity charge include all firm demand and agricultural
demand, including wheeling service and exchanges. Replenishment service is not included in the
measurement of peak day demand for purposes of billing the capacity charge.
The capacity charge is intended to pay for the cost of peaking capacity on Metropolitan’s system,
while providing an incentive for local agencies to decrease their use of the Metropolitan system to
meet peak day demands and to shift demands into lower use time periods particularly October
through April. Over time, a member agency will benefit from local supply investments and
operational strategies that reduce its peak day demand on the system in the form of a lower total
capacity charge. The estimated capacity charge to be paid by each member agency in calendar year
2014 will be provided to the Board in April 2013.

2.6

Readiness-to-Serve Charge

The costs of providing standby service, such as emergency storage, are recovered by the RTS.
Metropolitan’s costs for providing emergency storage capacity within the system are estimated to be
about $69 million in FY 2013/14. In addition, to simplify the rate design by reducing the number of
separate charges, the demand and standby related costs identified for the conveyance and aqueduct
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service function, and standby costs for the distribution function, are also allocated to the RTS. These
costs are estimated to be about $97 million in FY 2013/14. The RTS would increase to $169 million
in calendar year 2014.
The RTS is allocated to the member agencies based on each agency’s proportional share of a ten-year
rolling average of all firm deliveries (including water transfers and exchanges that use Metropolitan
system capacity). The ten-year rolling average will not include replenishment service and interim
agricultural deliveries because these deliveries will be the first to be curtailed in the event of an
emergency. A ten-year rolling average leads to a relatively stable RTS allocation that reasonably
represents an agency’s potential long-term need for standby service under different demand
conditions. Member agencies that so choose may have a portion of their total RTS obligation offset
by standby charge collections levied by Metropolitan on behalf of the member agency. The detailed
schedule with an estimate of each agency’s RTS obligation for calendar year 2014 will be provided to
the Board in April 2013.

2.7

Purchase Order

The new Purchase Order is part of the discussions in the Long Range Finance Plan Workgroup, and a
decision is expected in 2012. The 2014 Purchase Order Commitment quantity and the Tier 1 Annual
Limit for all member agencies will be provided to the Board in April 2013.

2.8

Tier 2 supply rate

The Tier 2 Supply Rate reflects Metropolitan’s cost of developing long-term firm supplies. The Tier 2
Supply Rate encourages the member agencies and their customers to maintain existing local supplies
and develop cost-effective local supply resources and conservation. The Tier 2 Supply Rate also
recovers a greater proportion of the cost of developing additional supplies from member agencies that
have increasing demands on the Metropolitan system. The Tier 2 Supply Rate would remain at its
current level of $290 per acre-foot.
The total revenue requirement for the supply service function is about $230 million in FY 2013/14.
At an expected average sales level of 1.7 million acre-feet it is estimated that no acre-feet will be sold
at the Tier 2 Supply Rate.
The two-tier pricing approach is closely linked to the Purchase Order and a base level of demand.
The Purchase Order is part of the Long Range Finance Plan forum and a decision is expected in 2012.

2.9

Tier 1 supply rate

The Tier 1 Supply Rate would be increased to $157 per acre-foot in 2014. The Tier 1 Supply Rate
recovers the majority of the supply revenue requirement. The Tier 1 Supply Rate is simply calculated
as the amount of the total supply revenue requirement that is not recovered by the Tier 2 Supply Rate
divided by the estimated amount of Tier 1 water sales. At an expected demand level of about
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1.7 MAF, it is estimated that Metropolitan will sell about 1.5 MAF at the Tier 1 Supply Rate in
2013/14.
2.10 Replenishment water rates
The board is reviewing options for a new replenishment program. If adopted, the new replenishment
program would replace the existing replenishment service program and the existing replenishment
rate would be discontinued.

3

Sales

Staff estimates of water sales used for developing the rate recommendation were based on current
member agency demands and information and an expectation that demands will trend to levels
expected under normal weather conditions. Since 1989/90, total sales have averaged about 2.00 MAF
per year, ranging from a high of around 2.5 MAF in 1989/90 to a low of about 1.5 MAF in 1997/98.
In 2013/14, water sales are projected to be around 1.7 MAF.

4

Proof of Revenue

Based on expected sales of 1.7 MAF the expected revenues would be about $34 million higher than
the total revenue requirement, if the rates and charges were in effect the entire test year period. The
cost-of-service allocation assuming a full twelve months of revenue is used to allocate costs among
the various rate elements, but should not be interpreted as over- or under-collection during a given
fiscal year. However, because the recommended rates do not take effect until January 1, 2014, the
expected revenues for 2013/14 will be about $3 million less than the total revenue requirement in
2013/14. The total revenue requirement includes a $3-million increase in the required reserves for the
Revenue Remainder Fund. Accounting for this adjustment, the required draw from reserves is almost
zero in 2013/14.
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Schedule 10. FY 2013/14 Proof of Revenue if Rates Effective for Full Test Year ($ millions)

Supply
System Access Rate
Water Stewardship Rate
System Power Rate
Treatment Surcharge
Readiness-to-serve Charge
Capacity Charge
Total
Totals may not foot due to rounding

Revenues if Rates
Effective July 1st
235.9
417.0
70.9
276.8
293.8
169.0
31.8
1,495.2

Revenue
Requirements
229.9
408.4
69.0
268.1
288.8
165.8
31.0
1,461.0

Difference
6.0
8.6
1.9
8.7
4.9
3.2
0.8
34.2

% Over (Under)
Collected
3%
2%
3%
3%
2%
2%
2%
2%

Schedule 11. FY 2013/14 Proof of Revenue if Rates Effective January 1 ($ millions)

Supply
System Access Rate
Water Stewardship Rate
System Power Rate
Treatment Surcharge
Readiness-to-serve Charge
Capacity Charge
Total
Totals may not foot due to rounding
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Revenues if Rates
Effective Jan 1
229.4
399.8
70.0
300.3
271.8
157.5
29.1
1,457.9

Revenue
Requirements
229.9
408.4
69.0
268.1
288.8
165.8
31.0
1,461.0

Difference
(0.5)
(8.6)
1.0
32.2
(17.0)
(8.3)
(2.0)
(3.1)

% Over (Under)
Collected
0%
-2%
2%
12%
-6%
-5%
-6%
0%

Attachment 2

February 3, 2012
Aaron Grunfeld
Business and Finance Committee Chairman
Metropolitan Water District of Southern California
P.O. Box 54153
Los Angeles, CA 90054‐0153
Re: Proposed Biennial Budget and Associated Rates and Charges for 2012/13 and 2013/14
Dear Mr. Grunfeld:
First, we want to thank you for your commitment to hold budget workshops so the board may review,
ask questions and understand the proposed budget.
We have reviewed staff’s proposed biennial budget and associated rates and charges for 2012/13 and
2013/14, as well as the slides presented at the January workshop. Based on this preliminary review, we
are providing you with the comments, requests and questions which are attached. In order to facilitate
the board’s deliberation of these issues, we request that staff respond to our comments and questions in
writing prior to the next budget workshop.
We look forward to continuing this important dialogue at the next budget workshop.
Sincerely,

Lynne Heidel
Director

Keith Lewinger
Director

Attachment
cc:
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Jack Foley, MWD Board Chairman
Jeff Kightlinger, MWD General Manager
Gary Breaux, MWD Chief Financial Officer

Fern Steiner
Director

Doug Wilson
Director

MWD Budget Workshop #1 – January 24, 2012
San Diego County Water Authority (SDCWA)’s MWD Delegates’ questions and comments on proposed
biennial budget and associated water rates and charges for FY 2012/13 and 2013/14

All references are to Budget Memo 8‐1 for the January 10, 2012 Board meeting or to the power point
presentation at the January 24, 2012 budget and rate workshop.
1. The Board must take steps to “right‐size” MWD in order to ensure that revenues – based on more
reasonable demand projections – are sufficient to pay MWD’s costs.
•

MWD’s water deliveries declined almost 500,000 acre feet over the last four years from 2.26
million acre feet (MAF) in 2008 to 1.68 MAF in 2012. Moreover, the 2012 delivery figures
included 164,000 acre feet of San Diego County Water Authority’s (Water Authority) QSA
transfer water and 225,000 of “one‐time” discounted water sales that would not have occurred
at full price. MWD’s 2010 Regional Urban Water Management Plan (RUWMP) shows its average
year sales in 2030 will be 22% lower than projected in MWD’s prior RUWMP just five years ago.
MWD’s sales projections are flat or trending downward and yet, the Board has taken no
meaningful actions, in terms of programs or staffing, to reduce the expense side of the budget
to reflect this dramatic reduction in MWD sales.

•

What is basis of budget demand projections assuming full service sales of 1.5 MAF next year and
in future years? The Board memo states that the sales estimate is “conservative,” yet, this
assumption is 200,000 acre feet more than this and last year’s full service sales of 1.3 MAF.

•

MWD has not covered its operating costs in six out of the last eight years (2004‐2011). The first
order of business must be to reduce spending, consistent with budget cuts already implemented
by most of the cities and retail agencies in Southern California.

•

Given that retail demand is down 20% or more across the MWD service area, we recommend a
moratorium on all subsidy programs designed to further reduce MWD sales (and revenues). The
moratorium should remain in place until MWD updates its IRP projections and conducts a
comprehensive study to evaluate the need for MWD to pay for such programs. This
recommendation should not be interpreted to suggest that the Water Authority does not fully
support the development of local supply projects including increased water use efficiency, but
rather, that funding should be at the local level.

•

The budget notes that replenishment water will be sold at full service rates, however, it does
not appear to account for the cost of “incentives” or “rebates” that are also part of the staff
recommendation for a revised replenishment program. Please identify the amount and cost of
service category to which these incentives or rebates are assigned. What rate is proposed to
generate the revenue to pay the cost of these incentives or rebates?

2. MWD should reasonably spread cost burdens among current and future rate payers; it should not
raid revenues intended for capital projects to pay operating expenses, and should not overburden
future rate payers by deferring OPEB funding.
•

The budget includes a reduction of PAYGo revenue collections in 2012/13 that is inconsistent
with the Board’s adopted policy. If the Board approves this recommendation, MWD will have
failed to follow its own PAYGo funding policy in eight out of the last ten years (2005‐2014).
Funding capital projects at such low PAYGo levels unfairly shifts obligations from current
1
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ratepayers to future ratepayers. Moreover, several years of midyear reallocation of PAYGo
funds intended for capital to meet operating expenses has distorted cost of service. The Board
should not continue to apply revenues that are collected for capital projects to pay operating
costs.
•

The proposed budget continues to shift a disproportionate share of unfunded OPEB liability to
future ratepayers. The funding schedule presented at the January workshop to begin ramping
up payments to match MWD’s Annual Required Contribution (ARC) does not go far enough.
MWD should cut costs now in order to increase funding to match its ARC.

•

A greater share of MWD’s Capital Improvement Program (CIP) now consists of R&R projects.
Indeed, the January workshop presentation showed R&R expenditures represent about two‐
thirds of CIP costs over the two years reviewed. Aside from the misuse of PAYGo to pay
operating expenses, we would also suggest that the Board consider changing its PAYGo funding
strategy so it is proportionate to the total CIP over time. This would ensure that current
ratepayers are not being asked to pay a disproportionate share of R&R.

3. MWD must properly account for the cost of storing water.
Based on data assembled from the proposed budget, the supply and delivery balance is as
followed:
Supply/Demand
State Water Project
(Exchange)*
Net to MWD
Colorado River**
Total supply to MWD service area
Total MWD demand**
Excess supply

2012/13
1,260 TAF
(120 TAF)
1,140 TAF
727 TAF
1,867, TAF
1,700 TAF
167 TAF

2013/14
1,140 TAF
(108 TAF)
1,032 TAF
890 TAF
1,922 TAF
1,700 TAF
222 TAF

*The budget document does not describe the exchange; if this is not MWD’s exchange obligation with
Coachella and Desert Water, please provide details.
**The budget document includes Water Authority’s QSA water at 172.7 TAF and 177.7 TAF for 2012/13
and 2013/14, respectively, as both supply and demand. MWD does not report the local water supplies
and associated demand of its other member agencies, and has no basis for treating Water Authority’s QSA
water differently. In accordance with the terms of the Exchange Agreement, the revenues generated
from payments made under the Exchange Agreement should be treated as transportation or wheeling
revenues.

•

Staff reported at the workshop that it plans to store 300,000 acre feet of water this year, which is
more water than is estimated to be available for storage in the supply and delivery balance. What is
the source of the water staff is planning to store, and, how are the costs of that water captured in
the cost of service? How much funding is included in the budget to pay for storage costs? Finally, is
the energy cost of moving the water into storage being captured in the System Power Rate or
through Supply Programs?
2
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4. The cost of service does not recover the costs of system “standby” capacity and supply that
enables year‐to‐year peaking off MWD.
•

Many agencies peak off the MWD system from year‐to‐year, depending on hydrology and the
availability of local water supplies. MWD has developed and continues to develop water
supplies and incur storage and facility costs in order to meet these demands, but is not fully
allocating the costs associated with these investments from the agencies that benefit from
them. MWD must change its rate structure in order to account for and allocate these costs so
that they are borne by the agencies that benefit by being able to peak and then roll off the
MWD system.

5. The Delta Supply Surcharge should be continued because the purpose for which it was established
by the Board has not changed.
•

Please provide the basis of the staff recommendation to delete the Delta Surcharge. Given the
rationale stated in Board Memo Revised 8‐3 dated April 14, 2009, the Delta Surcharge should
remain in place. In fact, the budget states at page three that increased funding is being included
to aggressively pursue exactly the type of projects the Delta Surcharge was intended to cover.

•

Was the Delta Supply Surcharge combined with the Tier 1 supply rate? If not, how were these
costs reassigned?

6. Staff needs to provide more information why individual rate components are increasing or
decreasing; and, take steps to better smooth rate increases at the retail level.

7.

•

The proposed individual rates and charges include changes that vary significantly from the
“average” 7.5% increase staff reports. Since no agency pays “average” rates, information needs
to be provided on why individual rates and charges are increasing or decreasing. Please provide
the data supporting the System Access Rate increases. Also, please provide the data supporting
the supply rate decrease.

•

Staff should also explain why some elements show decreases one year and increases the next
year – or vice versa, and, present alternatives to avoid swings in the rates and charges.

Staff must track all rate component costs and expenditures, not just the Water Stewardship Fund.
•

MWD tracks over‐ and under‐ expenditures for revenues collected under Water Stewardship
rate, but not others. What is the basis for this disparate treatment? For example, although
MWD has a Treatment Surcharge Rate Stabilization Fund, when fund revenues are insufficient to
pay those costs, MWD uses General Fund revenues to cover the difference. The net effect is
that raw water customers are subsidizing treated water customers. We request that MWD
provide a cost of service analysis for all rate components and identify or develop internal
tracking mechanisms to prevent cross‐subsidies.

3
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8. All operations and staffing should be “right‐sized” to reflect reduced demands.
•

What were staffing levels and budget in 2008? What are they today?

•

What criteria has staff used to “optimize” staffing levels?

•

Are the staffing levels recommended in the budget higher than current actual levels? If so, why?

•

Please provide a list of the O&M association dues that total $5 million annually.

9. A contingency plan should be included in the proposed budget.
•

The biennial budget should include a contingency plan that would automatically be triggered
mid‐year to reduce current costs in the event projected revenues are lower than budgeted.

•

Similarly, the budget should provide a plan that describes in detail how MWD will apply excess
funding in the event projected revenues exceed expenditures. This is especially important in
light of the recent draw‐down of reserves, raids on the PAYGo fund and cross‐subsidies that
have been created by the failure to track individual rate components – or to budget so that
projected revenues are reasonably expected to be sufficient to pay MWD’s expenses.

10. Even if it is unwilling to update or modify its cost of service analysis generally – which it should –
MWD must at a minimum provide a new cost of service analysis to ensure compliance with
Proposition 26.
•

Even If the Board does not require staff to update or modify its cost of service analysis, or,
support a moratorium on local projects spending to mitigate the impacts of reduced demands
and MWD revenues, staff must identify the benefits it claims are associated with these
payments and demonstrate that those benefits are received by those paying the charges and
that the amount of the charge is reasonably related to the benefits. The benefits that have been
stated but which have not been supported by any data or analysis include (1) capacity will be
made available that is otherwise not available for the transportation of MWD water; (2)
investments MWD would otherwise need to make in other facilities and/or water supply will be
avoided as a result of these payments; and (3) MWD needs and will benefit from the local water
supply it is paying for. Please provide the analysis required by Proposition 26.

4
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Imported Water Committee

Metropolitan Water District Program Report (Information)
Purpose
This report summarizes activities associated with the Metropolitan Water District of Southern
California and other imported water agencies and organizations.
Discussion
Metropolitan Water District (MWD). This report provides a summary of key actions taken at
the February 13 and 14 meetings of the MWD board of directors. The next committee and board
meetings will take place March 13 and 14, 2012. The Water Authority delegation supported six
of eight action items approved by the MWD Board. The delegates did not support the action to
execute and distribute the Remarketing Statement in connection with a refunding effort because
of their concern that MWD did not adequately disclose its financial risks in the offering
statement. With regards to the action to accept potential federal grants, the delegates asked the
motion be bifurcated; they supported the resolutions to accept potential funding and entering into
contracts with the Bureau of Reclamation, but voted no on the portion that authorized MWD
matching funds because the Water Authority’s ratepayers do not have access to that matching
funds. The Finance and Insurance Committee held a second budget and rates workshop, which is
discussed in a separate board memo.
Diamond Valley Lake. The board approved development of guidelines and land use planning
concepts for Diamond Valley Lake. During the Real Property and Asset Management
Committee held late January and as a result of the Water Authority’s advocacy, MWD staff
reiterated that MWD would not include in the planning concepts projects that were already
deemed not feasible, such as the Fisherman’s Village and Recreational Vehicle Park. At that
time, the delegates also restated objection to MWD spending funds to entitle property, since it is
a risk better borne by developers, rather than MWD, a water wholesaler. Based on the request of
the Committee, staff presented more specific guidelines for DVL to: 1) encourage renewable
energy initiatives; 2) enhance the concepts of sustainability, conservation and education, and; 3)
shift all construction and non-water-related costs to the developer(s).
Reserve Policies. The Finance and Insurance Committee heard a report on MWD’s current
reserve policies. Most of MWD’s financial policies were adopted in an era of plentiful supplies
and low water rates. Circumstances have changed significantly both in terms of supply
availability and water rates; consequently, it is would be advantageous for MWD to re-examine
and revise these policies to ensure they continue to meet current and future challenges.
MWD adopted its current reserve policy in 1999. To provide more rate certainty and
predictability, the MWD board adopted a minimum/maximum reserve policy using a dynamic
methodology that is based on probability studies of wet and dry periods that affects MWD water
sales. The minimum and maximum reserve levels are calculated annually with the minimum
level sufficient to meet 18-months of revenue shortfall due to wet hydrology, and an additional
two years of wet hydrology for maximum level. Rather than limiting the reserve use for
hydrology variations, over the past few years, MWD has used the reserves to mitigate rate
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increases caused by higher power, treatment and supply costs as well as mitigating revenue
reductions in water sales due to allocations and conservation efforts. In addition, due to gaps
between revenues and expenditures, MWD has redirected revenues midyear from Pay-As-YouGo (PAYGo) to pay for operational expenses as a mitigation measure to lessen its withdrawals
from the reserves. In eight out of ten years (2005-2014), MWD has funded or plans to fund its
PAYGo at levels less than board established policy level. The continued practice of withdrawing
from reserves and using of PAYGo revenues to mitigate rate impacts is not sustainable. MWD
needs to review its budgeting practices to ensure contingency plans exist to reduce expenditures
midyear when revenues are projected to be lower than expenditures, rather than continual
reliance on unsustainable financial practices.
Staff will continue to monitor, examine and report back to the Water Authority as MWD further
delves into updating its finance plan, including financial policies, to ensure the Water
Authority’s interests are protected and MWD’s fiscal sustainability is strengthened.
Delta Plan and Draft Environmental Impact Report (EIR). The Delta Stewardship Council
(DSC) released for public review the fifth draft Delta Plan as the basis for the preferred
alternative in the draft EIR. The Delta Plan is to be a guide for state and local agencies in
furthering the coequal goals as it pertains to the Delta. The Delta Plan includes 12 policies that
would be adopted as rules of the Council, including evaluating local water plans, rate structures
and taking water reliability actions. MWD staff reviewed elements of the Delta Plan and Draft
EIR and its concerns raised and filed as public comments. For instance, the plan calls for a 20
percent reduction in statewide urban water use by Dec. 31, 2020. While, MWD agrees with the
dual purpose of the DSC to restore and protect the Sacramento-San Joaquin River Delta at the
same time as providing a more reliable water supply for California, it strongly felt the DSC is
wielding too much power that threatens to interfere with local water planning efforts. MWD also
expressed concern over the draft EIR stating that adoption of the “no project” alternative will
result in greater exports than other Delta Plan alternatives.
The MWD committees and board also:
o Authorized the execution and distribution of Remarketing Statement in connection with
the remarketing of the Water Revenue Refunding Bonds;
o Adopted resolutions to accept potential funding for two projects; and authorized entering
into contracts with the Bureau of Reclamation if selected for grant funding under the
WaterSMART: Water and Energy Grants for FY 2012; and
o Appropriated funds and authorized two reliability projects at the Robert A. Skinner Water
Treatment Plant.

State Water Contractors (SWC). The SWC met on January 19, 2012. DWR staff provided an
overview of current water supply and water operations conditions. Oroville Reservoir has
relatively high storage conditions, and is above normal for this time of year; storage is 2.49
million acre-feet (maf). The SWP share of San Luis Reservoir is about 1 maf with filling
continuing at a low rate due to pumping limitations at San Luis Reservoir and dry water supply
conditions. Also, DWR Deputy Director Carl Torgersen provided an update on current SWP
management issues, including the status of salary discussions for SWP employees and efforts to
improve the accuracy of billing estimates for the Statement of Charges. Fiona Hutton of Hutton
and Associates reported on the status of SWC public outreach efforts on the Delta. A portion of
the efforts include focus group polling to make sure that the outreach issues being considered are
aligned with public opinion. On a side note, the SWC approved funding $20,000 for focus group
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polling related to the Bay Delta Conservation Plan and Delta strategy issues. For other SWC
actions, see Attachment 1.
Prepared by:
Reviewed by:

Debbie Discar-Espe, Senior Water Resources Specialist
Amy Chen, MWD Program Chief

Attachment:

SWC Board Actions, dated January 19, 2012.
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STATE WATER CONTRACTORS
BOARD OF DIRECTORS
BOARD ACTIONS
JANUARY 19, 2012
The following actions were taken at the State Water Contractors (SWC) Board of Directors
January 19, 2012 meeting upon motions duly made, seconded and unanimously passed.
1. Approved the Consent Calendar, including Draft Board Minutes for December 15, 2011,
the Financial Report, and December 2011 Consultant Reports.
2. Authorized the General Manager to increase the current contract with David Schuster for up
to $25,000 for consulting services related to SWP water supply and Delta operations.
3. Authorized the General Manager to contribute $20,000 to the Association of California
Water Agencies for focus group and polling related to public sentiment on the Bay Delta
Conservation Program and the 2012 water bond. The funds for this additional
commitment will be taken as a reduction in the existing commitment to Deb Kollars.
Commitment of the funds is contingent o n the design of the focus group polling
questions. SWC Board members were invited to be involved in periodic reports on the
developing of the focus group polling and ongoing development of the outreach strategy.
Other Actions:
1. Requested that a pre-meeting be held for SWC representatives of the Davis-Dolwig Act
Committee prior to the next Davis-Dolwig Act Stakeholders workgroup meeting.
2. Requested that an extended workshop on BDCP strategy, including benefits, costs and other
important decision factors, be presented for SWP contractors on February 15, 2012.
3. Requested that SWC staff work with selected individual SWP contractors in developing a
presentation on DHCCP benefits that would be available for use by individual SWP
contractors for their own Boards and service area stakeholders.
4. Requested that the Legal Committee hold a special conference call on February 7 to discuss a
potential SWC AC Brief related to the Casitas Takings Claim decision. A special board
meeting would be scheduled later in the week of February 6 in case a board action is needed.
5. Requested that SWC staff coordinate with SWC member agencies in developing a 2012 Dry
Year Water Purchase Program.

1
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Attention: Imported Water Committee
Bay-Delta Quarterly update. (Information)
Background
This quarterly update discusses activities that are taking place in the Bay-Delta region.
Discussion
Bay-Delta Principles
A set of principles relating to events and processes in the Bay-Delta is set forth in a separate
board memo before the Imported Water Committee.
Delta Stewardship Council
The Delta Stewardship Council released a draft environmental impact report on its Fifth Staff
Draft Delta Plan in December 2011. This draft EIR was addressed in a separate board memo
before the Imported Water Committee at its January meeting. Water Authority staff prepared
comments on the draft EIR and delivered them to the Delta Stewardship Council on February 2,
2012 (see attached). Although the final Delta Plan was due by January 1, 2012, it has been
delayed. A sixth draft is scheduled to be presented for approval by the Delta Stewardship
Council in the Spring of 2012.
Bay-Delta Conservation Plan
The effects analysis portion of the BDCP is scheduled for completion by April 2012. The
California Natural Resources Agency and the federal Department of Interior have jointly
announced that the BDCP will be substantially complete and ready for public review in June
2012.
Prepared by: Jeffrey Volberg, Government Relations Manager
Reviewed by: Dennis Cushman, Assistant General Manager
Attachment: SDCWA Comments on Delta Plan Draft EIR
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San Diego County Water Authority
4677 Overland Avenue • San Diego, CaliFornia 921 23-1 233
(858) 522-6600 FAX (858) 522-6568 www.sdcwa.org

February 2, 2012
Delta Stewardship Council
980 Ninth Street, Suite 1500
Sacramento, CA 95814
MEMBER AGENCIES
Carlsbad
Municipal Water District
City of Del Mar

Attn: Terry Macaulay
Re:

Comments on the Delta Plan Draft Environmental Impact Report

City of Escondido
City of Noliorrol City

Dear Chairman Isenberg and members of the Delta Stewardship Council:

City of Oceonside
City oI Poway
City of Son Diego
Follbrool,
Publ,c Utility District

Thank you for the opportunity to comment on the Delta Plan Draft Environmental Tmpact
Report.

Helix Woter District
Lol,euide Woter Dotnict
Olivenhoin
MancipoI Woter Diutrwt
Otoy Woter District
Padre Dam
Monicipol Woter District
Canrp Pendletoo
Marine Corps Bose
Roinbow
Municipal Water Disttict
Romona
Municipal Water District
Rincon del Diablo
Municipal Water District
Son Dieguito Water District
Santa Fe Irrigation District
South Boy lrngotion District
Vallecitos Water District
Valley Center
Masrcipol Water District
Vista lrrignhoa District
Yuinsa
Municipal Water District

OTHER
REPRESENTATIVE
County of San Diego

The San Diego County Water Authority is a public agency serving the San Diego region
as a wholesale supplier of water from the Colorado River and the Bay-Delta. The Water
Authority’s mission is to provide a safe and reliable supply of water to its 24 member
agencies serving the San Diego region’s $186 billion economy and more than 3.1 million
people.
The Water Authority and its member retail water agencies and cities have made billions
of dollars of investments over the past 20 years to diversify San Diego County’s water
supply and reduce its dependence on water imported from the Metropolitan Water
District. In 1991, San Diego County was dependent upon the Metropolitan Water
District of Southern California for 95 percent of all water used in the county. MWD’s
sources of supply are the Colorado River and the State Water Project. Today, supplies
from MWD account for less than 50 percent of the county’s water supplies. By 2020,
supplies from MWD will represent 30 percent of the county’s water supply. The Water
Authority will have invested $3.5 billion in capital improvements to improve its regional
self-sufficiency through water supply diversification and investments in major, largescale infrastructure.
Despite this supply diversification and infrastructure investments, the Water Authority
will need to continue importing a portion of its water supplies from the Bay-Delta to meet
demand. The Water Authority supports a reasonably sized and cost-effective Delta fix for
which firm financial commitments have been secured from the water agencies expected

A public agency providing a safe and reliable water supply to the Son Diego region
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to pay for the facilities and, in turn, from those water contractor’s own member agencies. The
Water Authority was strongly supportive of the Delta Vision Strategic Plan and worked for the
passage of the Delta Reform Act of 2009.
The Delta Vision Strategic Plan and the Delta Reform Act establish as state policy the
achievement of the coequal goals of improving water supply reliability and restoring the Delta
ecosystem. During the debate and negotiation of the Delta Reform Act, the Water Authority’s
understanding of the coequal goal of improving water supply reliability was that it would involve
the restoration of water supplies that have been lost through restrictions imposed under the
Endangered Species Act. by removing threats to the listed species and recovery of those species.
Restoration of the Delta ecosystem would involve addressing the numerous stressors that have
put the listed species in jeopardy, including water quality problems, invasive species. introduced
species, salinity. and reverse flows caused by operation of the Delta pumps.
The Proposed Project, however, appears to rely primarily on reduction of demands for water
supplies from the Delta for water supply reliability and on increases in water flows through the
Delta for ecosystem restoration. The Proposed Project envisions a regulatory role for the Delta
Stewardship Council to direct local and regional efforts toward self-sufficiency to achieve the
coequal goal of water supply reliability. The Proposed Project does not even appear to
contemplate restoring water supplies lost through Endangered Species Act restrictions.
Over the past two decades. without the burden of such proposed additional regulations, the Water
Authority and its 24 member retail agencies and cities have shown that they are fully capable of
improving regional self-sufficiency through their own efforts. Rather than seeking to direct local
affairs, the Water Authority believes the Delta Stewardship Council should integrate and
coordinate efforts by state and local agencies in the Delta to restore listed species and to restore
water supplies that have been restricted under the state and federal endangered species acts.
The Water Authority has a number of specific concerns with the draft EIR. Those concerns
include the following:
1. The draft EIR is connected to the fifth staff draft of the Delta Plan. There is currently a
sixth staff draft of the Delta Plan being drafted. The draft EIR is premature. because the
Proposed Project will presumably be changed substantially from the current staff draft.
2. The draft EIR does not address how the Delta Plan will achieve the coequal goals of
water supply reliability and ecosystem restoration. It merely states that it will.
3. The draft EIR does not define what would constitute achievement of the coequal goals of
water supply reliability and ecosystem restoration.
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4. The Delta Plan does not address, and the draft EIR does not analyze, construction of an
infrastructure project to improve water supply reliability, other than to recommend
completion of the Bay-Delta Conservation Plan and the Surface Water Storage
Investigations and provide examples of similar projects. The Delta Plan does not provide
an integrated, strategic plan for using the Bay-Delta Conservation Plan and the Surface
Water Storage Investigations to achieve the coequal goals.
5. The Delta Plan does not include, and the draft EIR does not analyze, a contingency plan
to achieve the coequal goals if the Bay-Delta Conservation Plan does not qualify under
the Natural Communities Conservation Plan Act, other than to call for reduced local
demand for Delta supplies.
6. The Delta Plan lacks an integrated, strategic approach to dealing with stressors on listed
species, relying instead on flow criteria alone.
7. The draft EIR does not analyze how increasing freshwater flows through the Delta will
achieve the goal of ecosystem restoration.
8. The draft EIR rejects alternatives proposed by stakeholders, including the ACWA AgUrban Alternate Plan, without adequate analysis. Without a definition of achievement of
the coequal goals. it is impossible to analyze alternatives to the Proposed Project. The
ACWA Alternate Plan lays out a process for achieving the coequal goals through the
construction of water infrastructure based on the BDCP. and through habitat restoration
using a combination of seasonal freshwater flows, wetlands restoration, and appropriate
responses to other stressors based on science.
9. The draft EIR does not lay out in full the various alternatives as proposed by
stakeholders. Some alternatives are paraphrased in ways that mischaracterize their
content, although without prior knowledge of the proposals, it is difficult to determine
whether the alternatives are properly characterized without the alternatives being laid out
in frill.
10. The draft EIR does not analyze the effects of several of the policies stated in the Delta
Plan in terms of achieving the coequal goals. including the moratorium on new
diversions, or the requirement of ‘transparency” in arranging water transfers. These
policies could have real effects on water supply reliability and have to be analyzed.
The Water Authority makes the following recommendations to address the concerns outlined
above:
1. First and foremost, the draft EIR must define what would constitute achievement of the
coequal goals. These definitions should be included in Section 2A. Proposed Project and
Alternatives.” The definition of achieving water supply reliability should include a
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science-based assessment of the amount of water that can be delivered to state and federal
water contractors during dry, normal, and wet years while ensuring the recovery of
species listed under the state and federal endangered species acts. The definition of
achieving ecosystem restoration must define what would constitute recovery of listed
species and include a science-based assessment of the actions necessary to respond to all
stressors on listed species. To the extent possible, the draft EIR should quantify the
achievement of the coequal goals. Most of all, the draft EIR must address how the
Proposed Project and the alternatives will integrate, coordinate, and balance achievement
of the coequal goals.
2. The draft EIR must include the ftill text of alternatives submitted by stakeholders. The
full text can be included as an appendix to the draft EIR. but the analysis of alternatives
in Section 2.3 must be consistent with the actual proposed alternatives and not be based
on paraphrased versions of the alternatives. For example, in Section 2.3.1.4.2, the
alternatives proposed by the state and federal water contractors and by the ACWA AgUrban Coalition respectively are described as proposing a less aggressive approach to
increase local and regional water supplies and reduce reliance on the Delta.” This
mischaracterizes the proposed alternatives. The alternatives recognize that local and
regional water suppliers are already investing billions of dollars in local and regional
water supply reliability and are working toward compliance with SBX7-7, which requires
a reduction in per capita demand for water of 20 percent by 2020. The alternatives
propose that the proper role of the Delta Stewardship Council with respect to improving
water supply reliability is to integrate and coordinate efforts to restore water supplies lost
to Endangered Species Act restrictions. Without the full text of the alternatives as
submitted by stakeholders. it is impossible to properly assess the real intent of the
alternatives or to properly analyze the alternatives.
3. The draft EIR must analyze the Proposed Project and the various alternatives submitted
by stakeholders against the definitions of achievement of the coequal goals. The various
alternatives may only address parts of the Delta Plan, for instance, the water supply
reliability aspect, the ecosystem restoration aspect, or the Delta as a place” aspect. This
partial coverage of the Delta Plan should not be a basis for rejection of an alternative.
Instead, the alternatives should be analyzed with respect to the parts of the Delta Plan that
they address.
4. The draft EIR must consider flow criteria in terms of the hydrologic characteristics of
flows that fulfill the coequal goals of both water supply reliability and ecosystem
restoration, and with proper consideration of other actions to address stressors.
5. The draft EIR must analyze each individual policy and recommendation in the Proposed
Project in terms of the definitions of achieving the coequal goals.
In summary, the draft EIR must be revised to provide a proper basis of analysis of the
Proposed Project and the alternatives. The proper basis of analysis must include definitions
of achievement of the coequal goals of water supply reliability and ecosystem restoration,
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quantified to the extent possible. The alternatives proposed by stakeholders must be properly
delineated in the draft FIR and the full text of the alternatives must be made available to the
public as part of the draft EIR. The individual policies and recommendations of the Proposed
Project must be analyzed against the definitions of achievement of the coequal goals. The
proposed alternatives must also be analyzed against the definitions of achievement of the
coequal goals.
Thank you for your consideration of these comments. Please address any questions or
concerns to Jeffrey Volberg, Government Relations Manager, at (916) 492-6074, or to
Dennis Cushman, Assistant General Manager, at (858) 522-6785.
Sincerely,

Maureen A. Stapleton
General Manager
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Attention:

Imported Water Committee

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353

Purpose
This memorandum is to recommend that the committee by motion hold a closed session,
pursuant to Government Code §54956.9(a) to discuss the above-referenced matter at the
February 23, 2012, Board meeting.
A closed session has also been included on the agenda of the formal Board of Directors’
meeting. Unless the Board desires additional discussion, it is not staff’s intention to ask for a
closed session with the full Board at that time, but staff may request action to confirm directions
given or action recommended by the committee.

Prepared by: Daniel S. Hentschke, General Counsel
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February 15, 2012

Attention:

Imported Water Committee

CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a) - SDCWA v Metropolitan Water District of Southern
California; Case No. CPF-10-510830

Purpose
This memorandum is to recommend that the committee by motion hold a closed session,
pursuant to Government Code §54956.9(a) to discuss the above-referenced matter at the
February 23, 2012, Board meeting.
A closed session has also been included on the agenda of the formal Board of Directors’
meeting. Unless the Board desires additional discussion, it is not staff’s intention to ask for a
closed session with the full Board at that time, but staff may request action to confirm directions
given or action recommended by the committee.

Prepared by: Daniel S. Hentschke, General Counsel
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LEGISLATION, CONSERVATION AND OUTREACH COMMITTEE
AGENDA FOR
FEBRUARY 23, 2012

Elsa Saxod – Chair
Frank Hilliker – Vice Chair
Jeremy Jungreis – Vice Chair
Brian Boyle
Gary Croucher
Marilyn Dailey
Farrah Douglas

Marty Miller
Vincent Mudd
Robert Topolovac
Yen Tu
Mark Weston
Tom Wornham

1.

Roll call – determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to address the
Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION
1.

Legislative Issues.
1-A Report by Carpi and Clay. (supplemental materials)

2.

Small Contractor Outreach and Opportunities Program Committee
recommended modifications related to goals for fiscal years 2012 and
2013.
SCOOP Committee recommendations:
1) Establish a 25 percent SCOOP goal for fiscal years 2012 and
2013.
2) Develop a sheltered market procurement program for small
businesses on procurements greater than $10,000 and up to
$150,000.
3) Evaluate surety bonding requirements on a case-by-case basis
based on risk exposure.
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Emily Yanushka

4) Contact member agencies to solicit interest in a clearinghouse
system. (Action)
III.

INFORMATION
1.

IV.

Government relations update.

Jeff Volberg

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

This meeting is called as an Legislation, Conservation, and Outreach Committee meeting. Because a quorum of the Board may be
present, the meeting is also noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in
the meeting pursuant to Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including
information items, may be deliberated and become subject to action. All public documents provided to the committee or Board for this
meeting including materials related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting
may be reviewed at the San Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the
reception desk during normal business hours.
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February 15, 2012
Attention: Legislation, Conservation and Outreach Committee
Small Contractor Outreach and Opportunities Program (SCOOP) Committee recommended
modifications related to goals for fiscal years 2012 and 2013 (Action)
SCOOP Committee recommendations
1) Establish a 25 percent SCOOP goal for fiscal years 2012 and 2013.
2) Develop a sheltered market procurement program for small businesses on procurements
greater than $10,000 and up to $150,000.
3) Evaluate surety bonding requirements on a case-by-case basis based on risk exposure.
4) Contact member agencies to solicit interest in a clearinghouse system.
Alternative
Approve some or none of the SCOOP Committee recommendations.
Fiscal Impact
No fiscal impact.
Background
The purpose of SCOOP is to maximize small business participation on Water Authority contracts
and procurements. To achieve that objective, the program focuses on outreach activities such as
networking and training small firms on how to do business with the Water Authority.
SCOOP is a race- and gender-neutral, small-business program that does not grant procurement
preferences or establish participation goals based on race, color, religion, ethnicity, national origin,
or gender. The program complies with Article I, Section 31 of the California Constitution
(Proposition 209), which prohibits these preferences on public agency procurements. For statistical
purposes, SCOOP tracks and reports minority-owned and women-owned business participation on
Water Authority procurements.
The program defines a small business as a business that: 1) is a for-profit entity; 2) is owned and
operated independently from any other business concern; 3) is not dominant in its field of operation;
and 4) meets the requirements and does not exceed the small business size standards of either the
State of California or the U.S. Small Business Administration. The Water Authority accepts both
state and federal standards for small businesses. To qualify under State requirements, a small
business must have its owner and principal office domiciled in California. The small business must
also have either 100 or fewer employees or average annual gross receipts of $14 million or less,
over the last three tax years. To qualify under federal requirements, a small business must operate
primarily within and have a place of business located in the United States. The small business must
also have 500 or fewer employees for most manufacturing and mining industries or meet average
gross annual receipts limits for nonmanufacturing industries. Nonmanufacturing industry receipts
vary from industry to industry to reflect industry differences, but average about $7 million.
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The Water Authority’s Board of Directors provides Board participation and support on SCOOP
policies through the SCOOP Committee. The committee ensures that metrics for measuring
SCOOP activities are appropriate, progress is reported to the Board on a quarterly basis, and annual
and long-term participation goals are discussed for recommendation to the Board.
Discussion
SCOOP Participation Goal
SCOOP recently conducted several studies to evaluate the effectiveness of the current program,
including benchmarking, a small business survey, a SCOOP goal, small business and business
community focus groups, and a review of SCOOP processes. The SCOOP Committee reviewed
information on these studies and has recommended that the current SCOOP participation goal be
increased from 20 percent to 25 percent.
The SCOOP participation goal measures the dollar amount awarded to small businesses (known as
“small business participation”) compared to the total dollar amount awarded to all businesses within
a two-year budget period.
Period

Small Business Participation

Small Business $ Awarded

2008
2009
FY08-09

38%
17%
28%

$15,744,673
$27,466,189
$43,210,862

$41,179,477
$110,694,189
$151,873,666

2010
2011
FY10-11

12%
41%
18%

$21,167,391
$16,805,729
$37,973,120

$170,771,174
$40,862,936
$211,634,110

FY08-11
22%
$81,183,982
Figure A-1. Small business participation for fiscal years 2008 through 2011.

Total $ Awarded

$363,507,776

In the previous two budget periods, small business participation for fiscal years 2008 through 2011
ranged from 12 percent to 41 percent per year, with an averaged small business participation
achievement of 22 percent over the previous four fiscal years (refer to Figure A-1).
A baseline goal is calculated using the following process:
•
•
•
•
•

Review of the number of small businesses in San Diego County in select industries
Review of the total number of businesses in San Diego County in select industries
Evaluation of forecasted contract and purchase awards
Developing the participation goal based on opportunities for available small businesses on
forecasted awards
Adjusting the numbers based on qualifying factors, including historical information
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The Water Authority’s new contracts and purchase order awards for fiscal years 2012 and 2013 are
estimated to be approximately $72 million, excluding any seawater desalination-related projects.
Potential SCOOP Enhancements
To support an increased goal, the Committee also recommended three program enhancements.
1. Develop a sheltered market procurement program for small businesses – A sheltered
market program would designate competition for certain small contracts to small, registered,
certified businesses only.
Water Authority procurements are generally classified as public works (construction),
professional and general services, and materials and supplies. Public works and
material/supply contracts are awarded to the lowest responsive and responsible bidder, while
service contracts are awarded on a best value basis that encompasses qualifications, cost,
and experience. Procurements for certain types of services are exempt from this process,
such as advertising, attorney services, subscriptions, and utility services.
The sheltered market program would apply to Water Authority procurements that are
smaller in nature, do not require Board approval, are greater than $10,000 and up to
$150,000, and for which there is a competitive pool of three or more small businesses in The
Network, the Water Authority’s e-procurement system.
To participate in a sheltered procurement, a business would have to be small as defined
above, and have an active registered and certified-as-small status in The Network.
2. Evaluate surety bonding requirements on a case-by-case basis based on risk exposure
– On a case-by-case basis, surety bonding requirements on smaller construction projects
may be adjusted based on risk exposure.
o If there are more than two bids received on a project, the bid bonds in excess of the
two apparent-lowest bids shall be released within 15 days. Early release of bid
bonds will free up contractors’ bonding capacity.
o The 100 percent performance bond requirements would be adjusted on a case-bycase basis based upon a risk analysis by the Water Authority.
o On projects with substantial completion milestones, the Water Authority may utilize
the option to partially release performance bond amounts as the project progresses.
This will have the net effect of freeing up contractors’ bonding capacity.
Surety bond adjustments would not apply to payment bond requirements, which are set by
statute.
3. Promote existing small-business registration clearinghouse – A clearinghouse is a webbased business registration system that is shared by multiple organizations. A clearinghouse
would reduce the need for small businesses to register separately with each individual
agency. The Network, the Water Authority’s current system, is shared by five other
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agencies, including three water agencies: Eastern Municipal Water District, Inland Empire
Utilities Agency, and West Basin Municipal Water District. It currently functions as a smallscale clearinghouse. The SCOOP Committee recommends that local water agencies be
contacted about utilizing The Network as a clearinghouse for vendor registration purposes.
A clearinghouse that expands the number of participating water agencies will provide more
opportunities, convenience, and time savings for small businesses by serving as a one-stop
application site for small businesses interested in working with public water agencies.
These efforts are meant to provide small businesses with greater access to Water Authority contracts
and procurements, expand communication on the SCOOP program, and augment efforts to reach
the overall SCOOP participation goal.
Prepared by:

Emily Yanushka, SCOOP Manager

Reviewed by: Jason Foster, Director of Public Outreach and Conservation
Frank Belock, Deputy General Manager
Approved by: Vincent Mudd, Chair, SCOOP Committee

Page 137 of 199

February 15, 2012
Attention: Legislation, Conservation and Outreach Committee
Government Relations Update (Information)
Discussion
This report is an update of the Water Authority’s government relations program.
State Budget
Governor Brown released his budget for 2012-2013 on Thursday, January 5. The Governor’s
Budget identifies a $9.2 billion gap between income and spending for fiscal year 2012-2013. The
budget proposes to close the gap through cuts in welfare programs and the Department of
Corrections, as well as through new taxes that would be raised if the voters pass a tax increase
initiative in November 2012. The new taxes would include higher rates to high-income taxpayers
and an increase in the sales tax. The budget also proposes additional realignments between state
and local governments.
To increase government efficiency, the budget proposes eliminating or consolidating various
boards and other administrative bodies. The budget proposes to move the Colorado River Board
into the Natural Resources Agency. Staff is working with other Colorado River water users,
including MWD, IID, and the Coachella Valley Water District, to evaluate the effect this action
would have on water operations on the Colorado River.
The Legislature
The Legislature opened its 2012 legislative session on January 3. Because this is the second year
of a two-year legislative session, the Legislature began holding committee hearings on “two-year
bills” during its first week back in session. The deadline for passage of two-year bills out of their
houses of origin was January 31. Bills that did not pass out of the house in which they were
introduced in 2011 by the deadline are no longer eligible for passage in 2012.
The 2012-2013 budget will be a major issue in the first half of 2012, as will rebalancing the
2011-2012 budget, which has fallen short of revenue projections. The Legislature included
“trigger cuts” in last year’s budget, in the event revenues did not meet projections. The
Legislature may allow the trigger cuts to happen automatically, or reconsider the cuts in the next
few weeks.
The Legislature and the Governor are also discussing reopening the water bond measure that is
scheduled for the November 2012 ballot. Some commentators suggest that the bond needs to be
smaller to attract voter support. Any rebalancing of the water bond will require a two-thirds vote,
which may be difficult to achieve.
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The Legislative Counsel recently delivered a verbal opinion that rescheduling the water bond to
2014 would only require a majority vote. The general understanding has always been that any
change to a water bond measure would require a two-thirds vote. Rescheduling would also affect
certain dates contained within the water bond, so merely rescheduling the election date may not
be sufficient anyway, with some restructuring of the bill.
The deadline for introducing bills in the Legislature is February 24. As of the writing of this
board memo, very few bills of interest to the Water Authority have been introduced. Staff does
not have any recommendations on bill positions for the February meeting of the Legislation,
Conservation & Outreach Committee.
Pension Reform
The Governor has submitted a bill to the Legislature on pension reform. Last year, the Governor
proposed twelve pension reforms, which are included in the bill. The reforms include the
following:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

End the practice of allowing employees to purchase additional service credits, also known as
“airtime.”
Forfeit all or part of pensions for elected officials or civil servants convicted of felonies
associated with their offices or jobs.
Prohibit retroactive pension enhancements.
End “pension holidays” for employers and employees.
Mandate that all employees pay at least one-half the normal costs for defined benefit plans and
prohibit employers from picking up the employee share.
Limit the hours and wages for retirees who return to government work.
Calculate benefits based on a 36 month average of an employee’s wages or salary.
Narrow the definition of wages that can be included for pension calculation purposes.
Establish a hybrid pension system for new hires. The system would replace 75 percent of an
employee’s income after 30 years of service and a “normal” retirement age of 57 for public safety
employees, or, for all other workers, 35 years of service at age 67.
Sets five years and 52 years old as the minimum length of service and age that public safety
employees can qualify for retirement, and 57 years old for all other groups.
Eliminates seats on the CalPERS Board of Administration now occupied by a member of the
State Personnel Board and an insurance industry representative.
Gives CalPERS board membership to the Director of the Department of Finance.
Adds an independent health insurance expert and a representative from a contracting agency to
the CalPERS board, both appointed by the Governor.
Add three public representatives to the CalPERS board, two appointed by the Governor and one
jointly appointed by the Assembly Speaker and the Senate Rules Committee.
Sets 25 years of service as the threshold to receive 100 percent of the state’s health retiree health
benefit. (Applies to new hires only.)

Lobbyist Activities
Jonathan Clay of Carpi and Clay will provide a separate report of the firm’s monthly activities.
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Bob Giroux of Lang, Hansen, O’Malley & Miller reports that he performed the following
lobbying activities on behalf of the Water Authority in January:
•

Provided strategic advice and information regarding the Water Authority’s legislative
interests.

John White’s activities in January included:
•

Provided strategic advice and information regarding the Water Authority’s legislative
interests.

Washington, D.C.
When President Obama and Congress reached agreement on raising the debt limit earlier this
summer, they agreed to have a “Super Committee,” comprised of members of both houses,
develop a plan to reduce the federal budget deficit by $1.5 trillion over the next 10 years. The
Super Committee was unable to produce a report to Congress by November 23, 2011. Congress
passed a series of appropriations bills by the end of December 2011, which will keep the federal
government in operation through the rest of fiscal year 2012.
A last-minute battle over continuing payroll tax breaks was resolved by agreeing to extend the
breaks for two months. A longer-term extension of the payroll tax breaks is being debated in
February.
There was very little legislative activity in Congress in January. The President’s proposed budget
will be introduced on February 13.
Ken Carpi of Carpi & Clay will provide a separate report of the firm’s monthly activities in
Washington, D.C.
Prepared by: Jeffrey A. Volberg, Government Relations Manager
Reviewed by: Dennis A. Cushman, Assistant General Manager
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ADMINISTRATIVE AND FINANCE COMMITTEE
AGENDA FOR
FEBRUARY 23, 2012

Barbara Wight – Chair
Jim Bond – Vice Chair
Gary Croucher – Vice Chair
Gary Arant
Roger Bailey
Brian Brady
Mitch Dion

I.

1.

Roll call – determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to address the
Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

CONSENT CALENDAR
1.

II.

Farrah Douglas
Frank Hilliker
Hershell Price
Javier Saunders
Richard Smith
Robert Topolovac
Tom Wornham

Treasurer’s report.
Staff recommendation: Note and file the monthly Treasurer’s report.
(Action)

Eric Sandler

ACTION/DISCUSSION
1.
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Policy recommendation regarding disbursement of potential
proceeds resulting from Metropolitan Water District rate litigation.
Staff recommendation: Adopt a policy approving the allocation and
distribution to Water Authority Member Agencies of any net refund
proceeds, less legal expenses incurred by the Water Authority,
resulting from the outcome of the MWD rate litigation, with the funds
being distributed to each member agency based upon its proportional
share of M&I Melded Supply water deliveries for each year during the
period of the litigation. (Action)

Maureen Stapleton/
David Shank

III.

IV.

INFORMATION
1.

Controller’s report on monthly financial statements.

2.

Board calendar.

CLOSED SESSION
1.

V.

Rod Greek

CLOSED SESSION:
Conference with Labor Negotiator, Government Code §54957.6
Agency Designated Representatives: Frank Belock; Susan Leone;
Richard Bolanos, Liebert Cassidy Whitmore
Employee Organization: California Teamsters Public, Professional
and Medical Employees Union Local 911

Dan Hentschke

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

This meeting is called as an Administrative and Finance Committee meeting. Because a quorum of the Board may be present, the meeting
is also noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the meeting
pursuant to Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including information items,
may be deliberated and become subject to action. All public documents provided to the committee or Board for this meeting including
materials related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed
at the San Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the reception desk
during normal business hours.
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February 15, 2012
Attention:

Administrative and Finance Committee

Treasurer’s Report
Attached for review by the Administrative and Finance Committee and the Board of Directors is
the Treasurer’s Report as of January 31, 2012. The reports are formatted to provide information
as required by the California Government Code and the San Diego County Water Authority’s
Annual Statement of Investment Policy, which was last adopted by the Board on December 8,
2011. A brief description of each report follows:
Portfolio Master Summary: This one page report summarizes all cash and investments held by
the Water Authority.
Portfolio Characteristics: This one page snapshot shows the Water Authority’s portfolio
holdings by type and percentage; the maturity distribution of the portfolio; the portfolio yield for
the past twelve months, with and without bond-related funds, compared to a rolling average yield
of the Board adopted benchmark; the credit quality of the portfolio’s holdings; the cash flow
projections for the next six months; and relevant market information.
Portfolio Details - Investments: This report takes the summary information listed in the Portfolio
Master Summary and provides details of active investments.
Activity Summary: This one page report produces a thirteen-month rolling summary of portfolio
investment activity.
The Water Authority’s portfolio is diversified among investment types, with a current
concentration toward short-term maturities. This concentration is the result of cash flow needs,
as well as the current historic low interest rate environment. The portfolio is comprised of high
quality investments, with 76 percent currently invested in AAA rated or AAA/AA+ split-rated
securities. The AAA/AA+ split rating is due to Standard & Poor’s August 2011 downgrade of
both the United States and government agency credit ratings from AAA to AA+; while the other
two credit rating agencies (Fitch and Moody’s) have maintained the ratings at AAA. The Water
Authority’s overall portfolio yield decreased to 0.72 percent in January 2012 and continues to
exceed the investment benchmark of 0.17 percent in January 2012. Bond Fund proceeds are
expected to fund Capital Improvement Program expenditures for the next several years.
All investments have been made in accordance with the San Diego County Water Authority
Statement of Investment Policy. This report provides documentation that the Water Authority
has sufficient funds to meet the financial obligations for the next six months. The market value
information is provided by Bloomberg L.P. and is as of the report date.

__________________________________
Eric Sandler, Director of Finance/Treasurer
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PORTFOLIO MASTER SUMMARY
as of January 31, 2012

Investment Type
Local Agency Investment Fund (LAIF)
Banker's Acceptances
Treasury Securities
Agency Securities
Reverse Repurchase Agreements
Certificates of Deposit (CDARS)
Negotiable Certificates of Deposit
Commercial Paper
Medium Term Notes/Corporates
JPA Pools (CAMP)
Money Market Funds

PORTFOLIO PERCENTAGES
Permitted By
Actual
Board Policy
Percentage
$50 Million
14.67%
20%
0.00%
15% - Minimum
17.44%
85%
52.08%
20%
0.00%
15%
0.00%
15%
0.00%
25%
9.05%
30%
0.00%
25%
6.61%
15%
0.15%
100.00%

Actual Amount
49,226,156
58,517,624
174,800,842
30,389,897
22,194,347
502,982
$
335,631,848
21,326
501,371
$
336,154,545
$

Accrued Interest (unavailable for investing)
Checking/Petty Cash/Available Funds (unavailable for investing)
Subtotal for Pooled Funds:

Bond/CP Fund Excluded from Portfolio Percentages:
Treasury Securities
Agency Securities
Certificates of Deposit (CDARS)
Commercial Paper
Local Agency Investment Fund (LAIF)
JPA Pools (CAMP)
Money Market Funds and Cash

$

172,970,445
37,307,498
143,058,537
16,621,039
10
369,957,529
55,692
370,013,221

Debt Service Reserve (DSR) Funds Excluded from Portfolio Percentages:
Agency Securities and Money Market Fund - Series 2004A COPs
FSA - Reserve (GIC) Series 2002A COPs
Trinity Plus - Reserve (GIC) Series 1998A COPs
Subtotal for Debt Service Reserve Funds (unavailable for CIP expenditures):

$

38,983,833
18,385,750
12,240,775
69,610,358

Total Cash and Investments

$

775,778,124

$
Accrued Interest (unavailable for investing)
Subtotal for Bond/CP Fund (available for CIP expenditures):

PORTFOLIO INFORMATION
Pooled
Bond/CP
Funds **
Fund
Portfolio Yield to Maturity - 365 Days
Average Term
Average Days to Maturity (730 Days Maximum)

0.50%
461
199

0.56%
365
210

Debt Service
Reserve
2.63%
206
101

* "The weighted average days to maturity of the total portfolio shall not exceed 730 days (two years) to maturity" per SDCWA Investment Policy.
** Pooled Funds include Operating, Pay Go, RSF, Equipment and Stored Water funds.
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Total *
0.72%
392
195

Portfolio Characteristics
Asset Allocation

M at u r i t y D i s t r i b u t i o n
P o o l e d

Commercial
Paper
9.1%

JPA Pools
(CAMP)
6.6%

F u n d s

$180
$160
LAIF
14.7%

FNMA
11.6%

as of January 31, 2012

$140

Agencies
52.1%

Millions

$120
Money Market
0.1%

Treasuries
17.4%

FHLMC
26.8%

$100
$80
$60
$40
$20
$-

FFCB
7.9%

FHLB
5.8%

0-3 Month

3-6 Month

6-9 Month

9-12 Month

Po r t fo l i o Yi e l d : Fe b. 2 0 1 1 - J a n . 2 0 1 2

1-2 Year

2-3 Year

3-5 Year

Credit Qualit y

Pooled Funds

2.0%

% OF PORTFOLIO

1.5%

US Treasury (AAA/AA+)
Agency (AAA/AA+)
Other (AAA)*
AA**
not rated ***

1.0%
0.5%
January

December

November

October

September

August

July

June

* Includes money market funds & JPA pools (CAMP)
** Includes commercial paper; the Water Authority’s Investment
Policy does not permit investments with a rating below A-

CWA Yield

*** Includes LAIF, which is part of the state investment pool, and is
not rated

CWA Yield (excluding Bond/CP & DSR Funds)
1 Year U.S. Treasury Constant Maturity (Rolling 12-month Average)

U.S. Treasury Yield Curve
4%

Projected Cash Flows (in Millions) *
Reinvestment/
(Use) of Liquid
Funds

Projected Cash
& Investments

2%

Pooled Funds
$

Jan 12

Feb 12

2.00

30.21

Mar 12

20.50

Apr 12

61.22

3%

336.15

24.57

7.63

341.79

34.23

26.38

28.35

349.64

51.47

105.27

7.42

295.84

May 12

7.00

40.61

28.17

19.43

308.28

Jun 12

16.50

40.61

36.91

20.20

311.98

Jul 12

10.00

47.75

37.81

19.94

321.92

1%
0%

12/30/2011

30 Yr.

Projected
Disbursements

7 Yr.

Projected
Receipts

10 Yr.

Investment
Maturities

3 Mo.
6 Mo.
1 Yr.
2 Yr.
3 Yr.

Month
End

5 Yr.

May

April

March

February

0.0%

17.4%
52.1%
6.7%
9.1%
14.7%
100.0%

1/31/2012

Bond/CP Fund
$370.01

Jan 12

Feb 12

9.50

0.17

13.86

(4.19)

356.32

Mar 12

5.60

0.16

Apr 12

13.56

0.16

14.96

(9.20)

341.52

28.73

(15.01)

312.95

May 12

10.50

0.14

13.51

(2.86)

299.59

Jun 12

1.60

0.14

14.87

(13.13)

284.86

Jul 12

16.00

0.13

14.34

1.80

270.66

* Numbers mayPage
not foot
to rounding
145 due
of 199

Market Notes

O

n January 25th, the FOMC maintained the target for the federal funds
rate at a range of 0-25 basis points. The
next meeting is March 13th.

SDCWA - Fiscal Year 2012
Portfolio Management

Page 2

Portfolio Details - Investments
January 31, 2012
CUSIP

Investment #

Issuer

Average
Balance

Purchase
Date

Par Value

Market Value

Book Value

Stated
Rate

22,194,346.87
1,294,112.29
270,530.40
15,056,396.05
18,385,750.00
0.00
0.00
0.00
502,982.09
49,226,156.35
160,878.29
142,897,659.11
12,240,775.00
0.00
241,651.09

22,194,346.87
1,294,112.29
270,530.40
15,056,396.05
18,385,750.00
0.00
0.00
0.00
502,982.09
49,226,156.35
160,878.29
142,897,659.11
12,240,775.00
0.00
241,651.09

22,194,346.87
1,294,112.29
270,530.40
15,056,396.05
18,385,750.00
0.00
0.00
0.00
502,982.09
49,226,156.35
160,878.29
142,897,659.11
12,240,775.00
0.00
241,651.09

0.210
0.210
0.210
0.210
5.810
0.060
0.060
0.060
0.060
0.370
0.370
0.370
5.550
0.001
0.001

262,471,237.54

262,471,237.54

262,471,237.54

2,000,000.00
2,500,000.00
11,000,000.00
3,000,000.00
1,400,000.00
1,500,000.00
1,600,000.00
1,500,000.00
1,500,000.00
1,600,000.00
1,700,000.00
1,100,000.00
1,300,000.00
1,200,000.00
1,000,000.00
5,000,000.00
5,000,000.00
5,000,000.00
10,000,000.00
9,000,000.00

1,996,143.33
2,493,437.50
10,973,196.67
2,993,666.67
1,398,879.22
1,498,000.00
1,598,416.00
1,498,515.00
1,497,853.33
1,596,842.67
1,696,411.11
1,097,329.44
1,297,790.00
1,197,336.67
997,525.56
4,975,625.00
4,976,900.00
4,974,594.44
9,959,166.67
8,981,082.50

1,996,143.33
2,493,437.50
10,973,196.67
2,993,666.67
1,398,879.22
1,498,000.00
1,597,098.67
1,498,515.00
1,497,853.33
1,596,842.67
1,696,411.11
1,097,329.44
1,297,790.00
1,197,336.67
997,525.56
4,975,625.00
4,976,900.00
4,974,594.44
9,959,166.67
8,981,082.50

S&P

YTM Days to
365 Maturity

Maturity
Date

Managed Pool Accounts
CASH35
CASH37
CASH44
CASH45
CASH07
CASH42
CASH43
CASH31
CASH11
CASH13
CASH40
CASH41
CASH17
CASH27
CASH33

73
6004
3004
4004
205
3001
4001
6001
0002
72
3002
4002
204
1002
208

CAMP - OPERATING/POOLED
CAMP - 2008A COPS
CAMP - 2010A BONDS
CAMP - 2010B BONDS-BABS
FSA CAPITAL MGMT. SVC. - 2002A
GOLDMAN - 2010A BONDS
GOLDMAN - 2010B BONDS-BABS
GOLDMAN - 2008A COPS
GOLDMAN - OPERATING/POOLED
LAIF - OPERATING
LAIF - 2010A BONDS
LAIF - 2010B BONDS-BABS
TRINITY PLUS - 1998A
US BANK MONEY MARKET FUND
US BANK MONEY MARKET FUND
Subtotal and Average

07/01/2011
07/01/2011

272,860,268.40

AAA
AAA
AAA
AAA
AA+
AAA
AAA
AAA
AAA

AAA
AAA
AAA

0.210
0.210
0.210
0.210
5.810
0.060
0.060
0.060
0.060
0.370
0.370
0.370
5.550
0.001
0.001

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

0.968

1

0.269
0.361
0.350
0.392
0.223
0.305
0.349
0.274
0.325
0.380
0.392
0.393
0.345
0.350
0.350
0.671
0.681
0.703
0.619
0.478

15
139
239
152
0
29
61
61
90
121
152
182
161
216
243
177
181
198
152
90

Commercial Paper - Discount
36959HBG1
36959HFK8
36959HJT5
36959HG27
36959HB14
36959HC13
36959HD20
36959HD20
36959HE11
36959HF10
36959HG27
36959HH18
36959HGB7
36959HJ40
36959HK14
89233GGT7
89233GGX8
89233GHH2
89233GG26
89233GE10

10030
10033
10042
4081
6188
6189
6190
6191
6192
6193
6194
6195
6196
6197
6198
10038
10039
10040
4079
4080

GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
TOYOTA MOTOR CREDIT CORP.
TOYOTA MOTOR CREDIT CORP.
TOYOTA MOTOR CREDIT CORP.
TOYOTA MOTOR CREDIT CORP.
TOYOTA MOTOR CREDIT CORP.

05/25/2011
09/23/2011
01/13/2012
12/15/2011
09/23/2011
09/23/2011
09/23/2011
11/22/2011
11/22/2011
11/22/2011
12/15/2011
12/15/2011
01/13/2012
01/13/2012
01/13/2012
10/31/2011
11/22/2011
11/22/2011
10/31/2011
11/22/2011

0.260
0.350
0.340
0.380
0.220
0.300
0.340
0.270
0.320
0.370
0.380
0.380
0.340
0.340
0.340
0.650
0.660
0.680
0.600
0.470

AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AAAAAAAAAA-

02/16/2012
06/19/2012
09/27/2012
07/02/2012
02/01/2012
03/01/2012
04/02/2012
04/02/2012
05/01/2012
06/01/2012
07/02/2012
08/01/2012
07/11/2012
09/04/2012
10/01/2012
07/27/2012
07/31/2012
08/17/2012
07/02/2012
05/01/2012
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Portfolio Details - Investments
January 31, 2012
CUSIP

Investment #

Issuer

Subtotal and Average

Average
Balance

Purchase
Date

62,368,069.07

Par Value

Market Value

Book Value

67,900,000.00

67,698,711.78

67,697,394.45

9,500,000.00
16,120,000.00
5,000,000.00
900,000.00
1,250,000.00
2,315,000.00
3,000,000.00
1,500,000.00
1,700,000.00
15,000,000.00
4,100,000.00
4,700,000.00
3,025,000.00
2,900,000.00
4,100,000.00
3,800,000.00
5,000,000.00
5,000,000.00
5,000,000.00
5,000,000.00
6,100,000.00
2,205,000.00
8,600,000.00
3,900,000.00
2,600,000.00
3,600,000.00
4,100,000.00
1,260,000.00
5,000,000.00
2,500,000.00
10,595,000.00
18,000,000.00
10,000,000.00
13,000,000.00
8,000,000.00
7,000,000.00
13,000,000.00

9,577,140.00
16,201,728.40
5,025,350.00
945,954.00
1,268,850.00
2,353,475.30
3,022,950.00
1,529,835.00
1,710,999.00
15,019,370.83
4,103,977.00
4,716,403.00
3,381,859.25
3,052,453.00
4,272,610.00
3,887,628.00
5,050,700.00
5,012,300.00
5,063,750.00
5,069,400.00
6,204,066.00
2,235,605.40
8,867,116.00
3,916,419.00
2,680,756.00
3,649,968.00
4,139,893.00
1,358,303.45
5,427,500.00
2,505,600.00
10,623,182.70
18,052,020.00
10,328,500.00
13,235,950.00
8,140,080.00
7,122,570.00
13,227,630.00

9,911,540.00
16,582,418.32
5,121,950.00
959,886.00
1,273,825.00
2,364,402.10
3,019,560.00
1,544,775.00
1,710,302.00
15,001,880.83
4,099,426.00
4,819,060.40
3,386,517.75
3,040,360.00
4,212,696.70
3,872,420.40
5,105,000.00
5,009,600.00
5,078,150.00
5,094,591.95
6,228,405.00
2,249,128.67
9,079,991.80
3,924,761.10
2,740,842.00
3,667,788.00
4,161,418.00
1,351,612.85
5,477,150.00
2,539,125.00
10,671,866.73
18,450,900.00
10,831,175.90
13,259,350.00
8,120,960.00
7,101,710.00
13,243,100.00

Stated
Rate

S&P

YTM Days to
365 Maturity
0.477

152

0.678
0.430
1.135
0.954
0.540
0.527
0.527
0.436
0.405
0.365
1.132
1.077
1.539
1.295
1.421
1.000
0.513
0.429
0.595
0.594
0.597
0.455
0.319
0.320
0.380
0.453
0.337
0.817
0.485
4.608
0.705
0.444
0.609
0.804
0.910
0.905
0.380

68
83
83
469
376
386
387
432
450
450
37
72
863
681
772
506
226
209
350
317
401
317
252
203
252
317
238
954
590
37
84
51
267
435
439
439
439

Maturity
Date

Federal Agency - Coupon
31331YC24
31331GNQ8
31331GNQ8
31331QK22
31331JDT7
31331JBV4
31331KCP3
31331GVD8
313373KA9
3133766Q3
3133XWW47
3133XTAW6
3133XLDG5
3133XSP93
3133XWKV0
3133XXYX9
3133XUK93
313372UV4
3133XW7L7
3133XVNT4
3133XWX87
3133XVNT4
3133XML66
3133XYWB7
3133XML66
3133XVNT4
3133XUUJ0
3133XUMR1
3133XGJ96
3133XJUT3
3128X9D80
3137EABY4
3137EAAZ2
3128X9D56
3137EACJ6
3137EACJ6
3137EACJ6

10014
10017
4018
4048
4062
4063
4064
4073
10036
10037
4016
4017
4042
4044
4046
4049
4051
4052
4053
4054
4058
4066
4067
4069
4070
4071
4072
4076
4078
8160
10015
10016
10019
10024
10025
10026
10035

FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR

07/28/2010
09/24/2010
02/04/2010
04/06/2011
05/19/2011
05/19/2011
05/19/2011
07/26/2011
10/12/2011
10/31/2011
02/04/2010
02/04/2010
03/29/2011
03/31/2011
03/31/2011
04/06/2011
04/13/2011
04/14/2011
04/20/2011
04/21/2011
05/06/2011
05/25/2011
06/22/2011
06/29/2011
06/29/2011
06/29/2011
07/26/2011
10/13/2011
10/31/2011
09/20/2007
07/28/2010
09/24/2010
09/24/2010
01/28/2011
02/24/2011
03/30/2011
10/12/2011

3.250
2.250
2.250
4.150
1.650
1.750
0.900
2.200
0.800
0.370
1.125
2.250
5.375
3.125
2.375
1.875
2.000
0.570
1.500
1.750
1.750
1.750
4.625
0.875
4.625
1.750
1.625
3.250
5.250
5.000
1.125
2.125
4.625
1.720
1.625
1.625
1.625

AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+

04/09/2012
04/24/2012
04/24/2012
05/15/2013
02/11/2013
02/21/2013
02/22/2013
04/08/2013
04/26/2013
04/26/2013
03/09/2012
04/13/2012
06/13/2014
12/13/2013
03/14/2014
06/21/2013
09/14/2012
08/28/2012
01/16/2013
12/14/2012
03/08/2013
12/14/2012
10/10/2012
08/22/2012
10/10/2012
12/14/2012
09/26/2012
09/12/2014
09/13/2013
03/09/2012
04/25/2012
03/23/2012
10/25/2012
04/11/2013
04/15/2013
04/15/2013
04/15/2013
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Portfolio Details - Investments
January 31, 2012
CUSIP

Investment #

Average
Balance

Issuer

Purchase
Date

Par Value

Market Value

Book Value

Stated
Rate

S&P

11/30/2011
03/29/2011
03/31/2011
04/06/2011
05/19/2011
05/25/2011
07/26/2011
10/13/2011
10/13/2011
11/19/2010
12/16/2010
02/18/2010
02/04/2010
03/29/2011
04/06/2011
04/28/2011
04/28/2011
05/06/2011
05/12/2011
05/12/2011
06/22/2011

8,000,000.00
3,000,000.00
2,966,000.00
3,500,000.00
3,400,000.00
3,800,000.00
4,400,000.00
7,600,000.00
2,080,000.00
20,000,000.00
5,000,000.00
762,000.00
8,100,000.00
4,000,000.00
5,100,000.00
8,000,000.00
2,000,000.00
3,900,000.00
5,100,000.00
4,700,000.00
1,400,000.00

8,397,355.56
3,337,290.00
3,239,079.62
3,718,260.00
3,540,250.00
3,811,894.00
4,477,044.00
7,734,283.56
2,100,274.80
20,057,600.00
5,019,450.00
764,964.18
8,116,686.00
4,209,200.00
5,199,807.00
8,023,040.00
2,166,460.00
3,924,609.00
5,150,133.00
4,733,840.00
1,404,032.00

8,380,955.56
3,328,020.00
3,266,678.25
3,771,845.00
3,624,978.00
3,805,396.00
4,490,732.40
7,655,167.56
2,076,854.00
19,956,000.00
5,088,650.00
775,380.72
8,749,458.00
4,125,560.00
5,186,088.00
7,999,040.00
2,165,020.94
3,913,143.00
5,115,453.00
4,690,882.00
1,403,121.02

2.500
5.000
5.000
4.500
4.500
0.515
1.625
1.000
0.750
0.500
1.875
1.875
5.000
2.500
1.750
0.500
4.125
0.750
1.000
0.800
0.500

AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+

325,178,000.00

331,107,445.05

333,876,070.95

YTM Days to
365 Maturity

Maturity
Date

Federal Agency - Coupon
3137EACB3
3134A4UU6
3128X2TM7
3134A4TZ7
3134A4SA3
3134G1WT7
3137EACJ6
3134G2UA8
3134G2WG3
3136FPUC9
31398AWK4
31398AWK4
31359M5H2
31398AXJ6
31398AJ94
3136FPUC9
31359MUT8
3135G0AK9
31398A4N9
31398A6D9
3136FPUC9

10041
4043
4045
4050
4061
4065
4074
4075
4077
10020
10022
3013
4015
4041
4047
4055
4056
4057
4059
4060
4068

FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
Subtotal and Average

337,110,850.89

0.604
1.580
1.341
1.036
0.482
0.420
0.420
0.818
0.817
0.614
0.549
1.055
1.006
1.469
0.931
0.508
1.279
0.562
0.873
0.878
0.335

812
895
729
530
349
299
439
931
964
272
79
79
15
834
461
272
804
391
622
656
272

0.708

354

04/23/2014
07/15/2014
01/30/2014
07/15/2013
01/15/2013
11/26/2012
04/15/2013
08/20/2014
09/22/2014
10/30/2012
04/20/2012
04/20/2012
02/16/2012
05/15/2014
05/07/2013
10/30/2012
04/15/2014
02/26/2013
10/15/2013
11/18/2013
10/30/2012

Federal Agency - Discount
313588YJ8

10032

FEDERAL NATION MORTAGE ASSOC.
Subtotal and Average

06/29/2011

13,972,233.33

14,000,000.00

13,995,674.00

13,972,233.33

14,000,000.00

13,995,674.00

13,972,233.33

15,000,000.00
16,000,000.00
5,000,000.00
7,000,000.00
15,000,000.00
38,581,000.00

15,033,990.00
16,030,000.00
5,011,330.00
7,015,589.00
15,283,590.00
38,681,966.48

15,150,585.94
15,961,250.00
5,039,062.50
7,037,429.00
15,329,296.88
38,742,181.77

96,581,000.00

97,056,465.48

97,259,806.09

0.200

AA+

0.206

140 06/20/2012

0.206

140

0.370
0.500
0.429
0.223
0.290
0.210

89
273
89
120
439
181

0.307

213

Treasury Securities - Coupon
912828NB2
912828PD6
912828NB2
912828NE6
912828MX5
912828NQ9

10018
10021
10023
10031
10034
212

UNITED STATES TREASURY
UNITED STATES TREASURY
UNITED STATES TREASURY
UNITED STATES TREASURY
UNITED STATES TREASURY
UNITED STATES TREASURY
Subtotal and Average

97,259,806.09

09/24/2010
11/19/2010
12/16/2010
05/25/2011
10/12/2011
07/28/2011

1.000
0.375
1.000
0.750
1.750
0.625

AA+
AA+
AA+
AA+
AA+
AA+

04/30/2012
10/31/2012
04/30/2012
05/31/2012
04/15/2013
07/31/2012
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Portfolio Details - Investments
January 31, 2012
CUSIP

Investment #

Issuer
Total and Average

Average
Balance
785,141,326.61

Purchase
Date

Par Value

Market Value

Book Value

766,130,237.54

772,329,533.85

775,276,742.36

Stated
Rate

S&P

YTM Days to
365 Maturity
0.717

195
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Portfolio Details - Cash
January 31, 2012
CUSIP

Investment #

Average
Balance

Purchase
Date

WELLS FARGO - RETIREE & COBRA
PETTY CASH
WELLS FARGO - OPERATING/POOLED
WELLS FARGO - PAYROLL ZBA
WELLS FARGO - 2010A BONDS
WELLS FARGO - 2010B BONDS-BABS
WELLS FARGO - 2008A COPS

07/01/2011
07/01/2011

Issuer

Par Value

Market Value

Book Value

3,102.32
2,500.00
507,672.60
-11,904.01
3.40
3.98
3.00

3,102.32
2,500.00
507,672.60
-11,904.01
3.40
3.98
3.00

3,102.32
2,500.00
507,672.60
-11,904.01
3.40
3.98
3.00

766,631,618.83

772,830,915.14

775,778,123.65

Stated
Rate

S&P

YTM Days to
365 Maturity

Passbook/Checking Accounts
CASH00
CASH01
CASH02
CASH03
CASH38
CASH39
CASH30

50
48
1000
1001
3000
4000
6000

Average Balance

0.00

Total Cash and Investmentss

785,141,326.61

07/01/2011
07/01/2011
07/01/2011

0.001

0.001

0.000
0.000
0.001
0.000
0.000
0.000
0.001

1
1
1
1
1
1
1

0.717

195

1
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Activity Summary
January 2011 through January 2012
Yield to Maturity
Month
End

Year

Number of
Securities

Total
Invested

360
Equivalent

365
Equivalent

Managed
Pool
Rate

Number
of Investments
Purchased

Number
of Investments
Redeemed

Average
Term

Average
Days to Maturity

January

2011

81

841,973,607.62

0.772

0.783

1.114

1

0

383

178

February

2011

80

843,895,424.76

0.755

0.765

1.025

5

6

378

168

March

2011

82

850,665,530.99

0.748

0.758

0.946

7

5

387

181

April

2011

91

787,364,320.53

0.783

0.793

0.999

16

7

404

218

May

2011

100

797,817,520.88

0.779

0.790

1.002

12

3

417

230

June

2011

104

801,064,506.57

0.767

0.778

1.020

6

2

420

228

July

2011

106

794,735,996.22

0.760

0.771

1.020

4

2

424

233

August

2011

101

799,849,660.55

0.744

0.754

0.943

0

5

410

211

September

2011

103

803,631,936.81

0.730

0.740

0.898

4

2

397

192

October

2011

101

771,789,260.82

0.735

0.745

1.027

10

12

417

236

November

2011

105

782,405,524.38

0.728

0.739

1.030

7

3

412

228

December

2011

105

766,937,371.42

0.717

0.727

0.982

3

3

401

214

January

2012

107

775,276,742.36

0.707

0.717

0.968

4

2

392

195

97

801,339,031.07

0.748%

0.758%

0.998

6

4

403

209

Average
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February 15, 2012
Attention: Administrative and Finance Committee
Policy Recommendation Regarding Disbursement of Potential Proceeds Resulting from
Metropolitan Water District Rate Litigation. (Action)
Staff recommendation
Adopt a policy approving the allocation and distribution to Water Authority Member
Agencies of any net refund proceeds—less legal expenses incurred by the Water
Authority—resulting from the outcome of the MWD rate litigation, with the funds being
distributed to each member agency based upon its proportional share of M&I Melded
Supply water deliveries for each year during the period of the litigation.
Alternatives
1. As an alternative to issuing direct refunds, the Board could direct the Water Authority to

credit member agencies these same amounts toward future water purchases.
2. As an alternative to refunds, the Water Authority Board could direct the funds to be used

for allowable Water Authority purposes.
Fiscal impact
The litigation with MWD over illegal overcharges will not likely be resolved for several years.
Assuming the Water Authority prevails in the litigation, MWD will be required to refund the
disputed payments, which are being held in escrow, to the Water Authority. The approximate
balance in the escrow account as of the end of Calendar Year 2011, and representative distributions
to member agencies are shown in the Attachment, Table 2. Actual amounts would vary depending
on the outcome of the lawsuit, the escrow balance at that time, the legal costs associated with the
litigation, and actual member agency water deliveries during that period.
Background
The Water Authority is suing MWD to stop illegal water rate overcharges and its retaliatory
business practices that target and discriminate against the Water Authority and its ratepayers. The
lawsuit, filed in 2010, asserts that MWD overcharges the Water Authority for transporting water
through MWD facilities, and uses that money to subsidize the cost of water MWD sells to its
member agencies. The Water Authority also alleges that MWD violated the terms of the 2003
Exchange Agreement between MWD and the Water Authority where MWD agreed to charge
lawful rates to the Water Authority for transportation. Two additional claims challenge MWD’s
calculations of the Water Authority’s Preferential Rights to MWD water and ask the judge to throw
out a punitive contract clause, called “rate structure integrity” that MWD developed in an attempt to
prevent the Water Authority from challenging its rates in court or before the California Legislature.
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Discussion
By law, MWD is required to charge rates that reflect its actual, reasonable, and proportionate costs
of serving each class of its customers. The Water Authority’s lawsuit claims that MWD is
improperly charging tens of millions of dollars annually in water supply costs to its System Access
Rate, System Power Rate and Water Stewardship Rate, which comprise MWD’s transportation
charge. A determination made by Water Authority-retained independent legal and public finance
experts agreed that MWD is improperly classifying millions of dollars in water supply costs as
transportation costs. The current rate structure forces the Water Authority ratepayers to pay an
artificially and disproportionately high cost to transport the Water Authority’s independent
Colorado River supplies through MWD’s facilities. As the only MWD member agency that has
invested in its own imported water supplies that require use of MWD’s facilities for transportation,
MWD’s practice creates a subsidy for the other 25 MWD member agencies for water they purchase
from MWD.
Under MWD’s existing improper rate structure, MWD overcharged the Water Authority’s
ratepayers on transportation by approximately $38 million in calendar 2011. This amount is
estimated to increase an additional $40 million in 2012. If the litigation continues, the overcharge
would grow by an additional $57 million, $54 million, and $57 million in 2013, 2014 and 2015,
respectively (Attachment, Table 1). The overcharges could increase to as much as $217 million
annually by the time the Water Authority’s Colorado River supply deliveries are fully implemented
in 2021. Under the Exchange Agreement, MWD is required to set aside the disputed amount in a
separate escrow account pending outcome of the litigation. If the Water Authority is successful, the
escrowed funds would be returned to the Water Authority.
The Water Authority Board has several options for the disposition of these proceeds. Similar to the
way in which it treated refunds from MWD in 2001, the Water Authority could distribute the funds
directly to member agencies. Alternatively, it could issue credits to offset member agencies’ future
water bills. In addition to either a distribution or credit to member agencies, the board could elect to
use all or a portion of the funds to increase the balance in the Rate Stabilization Fund to offset future
rate increases, to make a deposit to the PAYGO fund for capital projects, to redeem outstanding
debt, or for any other lawful purpose.
Staff recommends that the Water Authority Board adopt the policy to distribute the net refund
proceeds— less legal expenses incurred by the Water Authority —to member agencies in
proportion to each agency’s share of M&I Melded Supply water deliveries for each year during the
period of the litigation. This distribution approach would return the funds equitably to the water
agencies that bore the cost of the overcharges, while keeping the Water Authority whole in terms of
its legal expenses. Attachment Table 2 contains an estimate of refunded amounts due to each
member agency for Calendar Year 2011.
Prepared by: Rod Greek, Controller
Reviewed by: Eric Sandler, Director of Finance
Approved by: Maureen Stapleton, General Manager
Attachments
Summary of Estimated MWD Overcharges by Calendar Year
Estimated Water Authority Member Agency Refunds
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Table 1
Summary of Estimated MWD Overcharges by Calendar Year
Calendar
Year
2011
2012
2013
2014
2015
Total

Estimated MWD
Overcharges
$38 million
$40 million
$57 million
$54 million
$57 million
$246 million

Table 2
Estimated Water Authority Member Agency Refunds
(CY 2011)

Carlsbad
Del Mar
Escondido

Percent of M&I
Melded Supply
Deliveries
4.13
0.28
2.94

Fallbrook

2.04

775,200

Helix

4.92

1,869,600

Lakeside

0.89

338,200

National City

1.25

475,000

Oceanside

5.76

2,188,800

Olivenhain

4.85

1,843,000

Otay

7.75

2,945,000

Padre Dam

2.78

1,056,400

Pendleton

0.01

3,800

Poway

2.64

1,003,200

Rainbow

3.07

1,166,600

Ramona

1.23

467,400

Member Agency

Estimated Refund
$

1,569,400
106,400
1,117,200

Rincon

1.46

554,800

San Diego

41.08

15,610,400

San Dieguito

0.62

235,600

Santa Fe

1.27

482,600

South Bay

1.79

680,200

Vallecitos

3.84

1,459,200

Valley Center
Vista
Yuima *

2.41
2.99
0.00

915,800
1,136,200
0

Total

100.00

$

38,000,000

Note: the numbers in this table do not include a deduction for legal expenses.
*No Melded Supply water deliveries during CY 2011

Page 154 of 199

February 15, 2012
Attention: Administrative and Finance Committee
Controller’s Report on Monthly Financial Reports (Information)
Financial Reports:
Attached for review by the Administrative and Finance Committee and the Board of Directors are the
following financial reports:
Attachment A: Water Sales Volumes, in acre-feet
Attachment B: Water Sales Revenues, in millions
Attachment C: Water Purchases and Treatment Costs, in millions
Attachment D: Multi-Year Budget Status Report
Attachment E: Operating Departments/Programs Expenditures, in millions
Attachment F: Schedule of Cash and Investments
The Multi-Year Budget Status Report reflects actual revenues and expenditures, on a budgetary basis,
for the six month period of July 1, 2011 through December 31, 2011. It compares actual revenues and
expenditures to the adopted budget. Budgeted amounts for the six month period are presented on a
straight-line basis, except for water sales and purchases which are based on projected acre-feet
calculated per month. In addition, the period-to-date budgeted amounts were also adjusted for items
occurring on a periodic basis which includes the following: property taxes and in-lieu charges,
capacity charges, water standby availability charges, debt service, and QSA mitigation.
Net Water Sales Revenue1
Net Water Sales Revenue is the Water Authority’s principal source of revenue and is the difference
between the sale of water and the cost of that water. Sales include revenues from variable commodity
charges for supply, treatment and transportation, as well as from fixed charges for customer service
and storage. Cost of water includes payments to water suppliers such as Metropolitan Water District
(MWD) and Imperial Irrigation District (IID).
Net Water Sales Revenue for the six months ended December 31, 2011 was $66.2 million, and the
period-to-date budgeted amount was $65.1 million, a difference of $1.1 million or 2% more than
budgeted. Attachments A, B, and C provide detailed information relative to net water sales revenue.
Total acre-feet (AF) of water sold were budgeted to be 248,933 for the six months ended December
31, 2011, and actual water sales volumes were 243,191 AF, a difference of 2% less volume. The
variance from budget to actual is due to the significant amount of rainfall received during November
(Attachment A). Water Sales revenue for the six months ended December 31, 2011 were $227.1
million, which is 3% less than budgeted sales revenue of $233.4 million and is due to less treated
water sales (Attachment B).
1

All information regarding water sales volumes, revenues and costs are based on the original multi-year budget adopted
by the Board in June 2011.
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Total Water Purchases and Treatment costs were budgeted to be $168.4 million for the six months
ended December 31, 2011, but actual costs were less at $161.0 million, a difference of 4%. The
variance from budget to actual are due to the following: lower volume of water purchases for both
treated and untreated water, water drafted from storage, and water replenishment purchased from
MWD at a reduced rate (Attachment C). This category includes $14.9 million for the 40,002 AF of
water purchased from the IID, as well as $27.9 million for MWD’s conveyance charges related to
IID, Coachella Canal and All-American Canal water.
Revenues
As shown in Attachment D, Total Revenues and Other Income were budgeted to be $45.8 million for
the six months ended December 31, 2011, but actual revenues were significantly less at $39.1
million, a difference of $6.7 million or 15% less than budgeted. The variance is primarily due to the
timing of receipts in Other Income for operating grants and miscellaneous reimbursements and
accounts for approximately $4.7 million of the total variance.
As for the other revenue categories, actual revenues were compared to the period-to-date budgeted
amounts as of the six months ended December 31, 2011, or 6/12ths (50%) of the fiscal year 2012
adopted budget. Actual revenues which were below the period-to-date budgeted amounts for the six
months ended December 31, 2011 include Investment Income and Water Standby Availability
Charges. Investment Income has a variance of $2.0 million due to continued historic low interest
rates. Water Standby Availability Charges, received on a periodic basis, has a variance of $0.2
million; actual revenue is anticipated to increase in January and will be on target with the period-todate budgeted amount.
Actual revenues which exceeded the period-to-date budgeted amounts for the six months ended
December 31, 2011 include Hydroelectric Revenue and Contributions in Aid of CIP. Hydroelectric
Revenue category was budgeted conservatively for the current two-year budget period and includes
only the Rancho Penasquitos Pressure Control and Hydroelectric Facility (Rancho Hydro). As a
result, Hydroelectric Revenue is trending higher than budgeted by $0.4 million due to higher than
anticipated hydroelectric power sales to SDG&E from the Rancho Hydro facility. In addition,
approximately $0.3 million of the total variance amount is due to hydroelectric power sales from the
Lake Hodges Pumped Storage Facility which began earning revenue in September 2011.
Contributions in Aid of CIP are higher than budgeted by $0.3 million due to donated land and
improvements from Olivenhain Water District to capital assets.
Expenses
As shown in Attachment D, Total Expenditures were budgeted to be $90.8 million for the six months
ended December 31, 2011, but actual costs were significantly less at $76.3 million, a difference of
$14.5 million or 16% less than budgeted. The variance is primarily due to the timing of expenditures
in the Operating Departments, in addition to the timing of grants and other miscellaneous
expenditures in Other Expenditures. These expenditure categories account for approximately $9.6
million of the total variance.
As for the other expenditure categories, actual expenditures were compared to the period-to-date
budgeted amounts as of the six months ended December 31, 2011, or 6/12ths (50%) of the fiscal year
2012 adopted budget. Actual expenditures which were significantly below the period-to-date
budgeted amounts for the six months ended December 31, 2011 include Hodges Pumped Storage,
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Equipment Replacement, and Stored Water Purchases. Hodges Pumped Storage had minimal costs
during the six month period because the facility is not operational yet. Equipment Replacement had
minimal costs during the six month period as well. Equipment Replacement budgeted amount reflects
the deferral of equipment replacement, the extension of the computer replacement schedule, and fleet
reduction. Stored Water Purchases expenditures have not occurred yet.
Attachment D also shows that Capital Improvement Program (CIP) Expenditures were budgeted to be
$105.7 million for the six months ended December 31, 2011, but actual costs were significantly less
at $42.1 million or 60% less than budgeted primarily due to the timing of expenditures during the six
month period.
Cash and Investments (Attachment F)
For the months ended December 31, and November 30, 2011, the Water Authority’s cash and
investments had an overall balance of $765.7 million and $780.4 million, respectively.
Approximately 26% of funds are unrestricted with approximately 74% of funds restricted for specific
purposes. In order to maximize investment return, the Water Authority pools the cash of the Pay As
You Go Fund with Unrestricted Funds. As of December 31, 2011, the Rate Stabilization Fund is
funded at $43.7 million and is anticipated to remain below the target amount due to recent water
supply challenges.

Rod Greek, Controller
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Attachment A

WATER SALES VOLUMES
Budget Versus Actual (in Acre-Feet)
for the 6 Months Ended December 31, 2011
500,000
450,000
400,000
Acre-Feet (AF)

350,000
300,000

248,933 AF

250,000
243,191 AF

200,000

‐2%

150,000
100,000
50,000
-

*Budget (a)

Actual

*Budgeted amounts are based on the adopted two year budget.

Fiscal Year 2012 Cumulative Water Sales (AF)
Months
*Budget (a)
Actual
AF Difference (b)

Jul-11
51,006
49,751
(1,255)

Aug-11
102,017
100,056
(1,961)

Sep-11
148,271
147,861
(410)

-2%

-2%

0%

Oct-11
188,293
189,470
1,177

Nov-11
219,821
217,831
(1,990)

Dec-11
248,933
243,191
(5,742)

-1%

-2%

Cum. Actual AF
% Difference (b/a)
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1%

Jan-12
275,085
-

Feb-12
297,029
-

Mar-12
322,188
-

Apr-12
354,292
-

May-12
390,867
-

Jun-12
434,786
-

Attachment B

WATER SALES REVENUES
Budget Versus Actual (in Millions $)
for the 6 Months Ended December 31, 2011
500.0
450.0
400.0
in Millions $

350.0
300.0

$233.4

250.0

‐3%

200.0

$227.1

150.0
100.0
50.0
-

*Budget (a)

Actual

*Budgeted amounts are based on the adopted two year budget.

Fiscal Year 2012 Cumulative Water Sales (in Millions $)
Months
*Budget (a)
Actual
Difference (b)

Jul-11
45.5
43.6
(1.9)

Aug-11
91.0
90.7
(0.3)

Sep-11
133.2
132.1
(1.1)

Oct-11
171.2
170.8
(0.4)

Nov-11
203.3
199.5
(3.8)

Dec-11
233.4
227.1
(6.3)

-4%

0%

-1%

0%

-2%

-3%

Cum. Actual
% Difference (b/a)
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Jan-12
263.0
-

Feb-12
289.6
-

Mar-12
318.9
-

Apr-12
353.3
-

May-12
391.4
-

Jun-12
434.7
-

Attachment C

WATER PURCHASES AND TREATMENT COSTS
Budget Versus Actual (in Millions $)
for the 6 Months Ended December 31, 2011
350.0
300.0
in Millions $

250.0
200.0

$168.4
‐4%

150.0
$161.0

100.0
50.0
-

*Budget (a)

Actual

*Budgeted amounts are based on the adopted two year budget.

Fiscal Year 2012 Cumulative Cost of Water Purchases and Treatment (in Millions $)
Months
*Budget (a)
Actual
Difference (b)

Jul-11
33.8
31.7
(2.1)

Aug-11
67.6
63.4
(4.2)

Sep-11
98.5
91.0
(7.5)

Oct-11
125.7
120.5
(5.2)

Nov-11
147.9
141.3
(6.6)

Dec-11
168.4
161.0
(7.4)

-6%

-6%

-8%

-4%

-4%

-4%

Cum. Actual
% Difference (b/a)
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Jan-12
188.4
-

Feb-12
205.6
-

Mar-12
225.3
-

Apr-12
249.3
-

May-12
276.5
-

Jun-12
308.2
-

Attachment D
San Diego County Water Authority
Fiscal Year 2012 Budget Status Report
For the 6 Months Ended December 31, 2011

Net Water Sales Revenue
Water Sales
Water Purchases & Treatment
Total Net Water Sales Revenue

$
$

[A]

[B] = [A * 50%]

[C]

Revenues = [-B + C]
Expenditures = [B - C]

[C / A]

FY 12
Adopted
Budget

FY 12 Budget
6 Months (50%)
Period-to-Date
Adopted Budget

FY 12 Actual
6 Months
Period-to-Date
Actual

Variance with
Period-to-Date
Adopted Budget
Positive (Negative)

%
Actual/
Adopted
Budget

434,684,000
308,237,000
126,447,000

$

233,440,887 (b)
168,382,744 (b)
65,058,143

$

13,850,000
4,497,599 (o)
3,115,000
450,000
12,485,500

$

(c)
(d)
(e)
(f)

10,576,000 (g)
11,105,000 (h)
6,760,000 (i)
98,437,000

5,933,057 (o)
2,092,592 (o)
3,380,000
45,803,748

$

Revenues and Other Income
Infrastructure Access Charges
Property Taxes and In-Lieu Charges
Investment Income
Hydroelectric Revenue
Other Income
Capital Contributions:
Capacity Charges
Water Standby Availability Charges
Contributions in Aid of CIP
Total Revenues and Other Income

$

Net Water Sales Revenue and
Revenues and Other Income, net

$

224,884,000

$

$

3,190,000
138,437,000 (j)
6,025,000 (k)
2,786,948
696,000
13,395,000 (l)

$

Expenditures
Stored Water Purchases
Debt Service
QSA Mitigation
Hodges Pumped Storage
Equipment Replacement
Other Expenditures

$

Operating Departments (see detail below)
Total Expenditures

$

Net Revenues Before Capital
Improvement Program (CIP)

$

CIP Expenditures
$

Administrative Services
Colorado River Program
Engineering
Finance
General Counsel
General Manager & Board of Directors
Human Resources
MWD Program
Operations & Maintenance
Public Outreach and Conservation
Water Resources
Total Operating Departments

$
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27,700,000
10,195,000
6,230,000
900,000
24,971,000

$

43,490,186 (m)
208,020,134
16,863,866

$

$

(194,611,134)

5,638,715
1,254,208
3,363,825
2,237,064
3,070,190
2,523,881
1,372,715
1,708,626
14,396,641
4,032,963
3,891,358
43,490,186 (m)

110,861,891

1,595,000
55,926,000 (o)
3,085,000 (o)
1,393,474
348,000
6,697,500

$

227,127,389
160,955,177
66,172,212

$

13,530,810
4,748,982
1,138,770
849,016
7,748,014

$

$

(6,313,498)
7,427,567
1,114,069

52%
52%
52%

(319,190)
251,383
(1,976,230)
399,016
(4,737,486)

49%
47%
18%
94%
31%
52%
17%
54%
40%

$

5,542,844
1,908,429
3,635,128
39,101,993

$

(390,213)
(184,163)
255,128
(6,701,755)

$

105,274,205

$

(5,587,686)

47%

$

54,211,459
3,084,803
2,168
60,885
1,081,137

$

1,595,000
1,714,541
197
1,391,306
287,115
5,616,363

0%
39%
51%
0%
9%
8%

$

21,745,096
90,790,070

$

17,809,198
76,249,650

$

3,935,898
14,540,420

41%
37%

$

20,071,821

$

29,024,555

$

8,952,734

172%

(42,058,698)

63,678,802

20%

(13,034,143) (n) $

72,631,536

7%

(211,475,000)

Net Fund Withdraws

(a)

(105,737,500)
$

$

$

(85,665,679)

$

Operating Departments Detail (see Attachment E)
2,819,358
$
2,833,648
$
627,104
541,328
1,681,913
1,533,701
1,118,532
942,496
1,535,095
1,267,000
1,261,941
1,007,709
686,358
520,218
854,313
712,682
7,198,321
5,556,474
2,016,482
1,433,083
1,945,679
1,460,859
21,745,096
$
17,809,198
$

(14,290)
85,776
148,212
176,036
268,095
254,232
166,140
141,631
1,641,847
583,399
484,820
3,935,898

50%
43%
46%
42%
41%
40%
38%
42%
39%
36%
38%
41%

San Diego County Water Authority
Fiscal Year 2012 Budget Status Report
For the 6 Months Ended December 31, 2011

Notes to the Budget Status Report:

a) Period-to-date budgeted amounts are 6/12ths (50%) of fiscal year 2012 adopted budget
unless noted.
b) Water sales and water purchases period-to-date budgeted amounts are based on projected
acre-feet calculated per month.
c) Property taxes are primarily received in December and April. In-lieu charges in the
amount of $410,490 for fiscal year 2012 are received quarterly from the City of San
Diego.
d) Investment income excludes unrealized gains or losses, which are non-cash transactions.
e) Hydroelectric revenue budget amount includes only Rancho Penasquitos Pressure Control
and Hydroelectric Facility (Rancho Hydro); actual amount includes Rancho Hydo and
Lake Hodges Pumped Storage Facility (Hodges Hydro). Power generating from both
locations are sold to SDG&E.
f) Other income includes Build America Bonds (BABs) federal subsidies, grants and other
miscellaneous revenues.
g) Capacity charges are received quarterly in July, October, January and April.
h) Water standby availability charges are primarily received in January and May.
i) Contributions in aid of capital assets include planned reimbursements for the Lake Hodges
Pump Station, Twin Oaks Regulatory Storage, Carlsbad Desalination Aqueduct
Improvements, and other miscellaneous projects.
j) Debt Service includes interest payments due semi-annually on May 1 and November 1 and
principal payments due annually on May 1. Debt Service includes principal, interest
expense, and debt service fees. Amortization expense relating to long-term debt, such as
discounts, premiums, deferred loss on refunding, and cost of issuance, are excluded
because they are non-cash transactions.
k) The QSA mitigation payments includes: QSA JPA contributions of $3,084,803 in
December 2011; IID Socioeconomic Mitigation Settlement payments of $2,940,000 in
June 2012.
l) Other expenditures include costs incurred for grants and other miscellaneous
expenditures.
m) Amounts include capital equipment purchases.
n) Includes withdraws funded by bond proceeds and other fund balances.
o) Period-to-date budgeted amounts adjusted based on items occurring on a periodic basis.
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Attachment E
San Diego County Water Authority
Comparison of Adopted Budget and Period-to-Date Budget (50% Overall)
to Actual Operating Expenditures by Departments
For the 6 Months Ended December 31, 2011
Actual Operating Expenditures to Adopted Budget in Percentages (%)

100.0%

$16.0

$14.0

$12.0

in Millions ($)

$10.0

$8.0

$6.0

$4.0

$2.0

$-

-858.1%

FY 12 Adopted Budget $43.5 Million

Period-To-Date Adopted Budget $21.7 Million

Period-to-Date Actual Operating Expenditures $17.8 Million

Page 163 of 199

Attachment F
San Diego County Water Authority
Schedule of Cash and Investments
As of December 31, and November 30, 2011

December
Operating Fund

$

Stored Water Fund

99,725,200

November
$

101,571,903

44,636,006

44,632,363

8,872,582

8,887,379

43,740,240

43,736,669

196,974,028

198,828,314

121,726,081

124,422,583

CIP/Bond Construction Funds

377,556,599

387,675,735

Debt Service Reserve Funds

69,446,167

69,461,252

568,728,847

581,559,570

Equipment Replacement Fund
Rate Stabilization Fund
Total Unrestricted Funds
Pay As You Go Fund

(1)

26%

(1)

Total Restricted Funds
Total Cash and Investments

74%
$

765,702,875

$

Target
$

67,000,000

(2)

55,100,000

(3)

780,387,884

Notes:
(1) Total Unrestricted Funds and the Pay As You Go Fund represent the Pooled Funds in the Treasurer's Report.
(2) The Operating Fund target/maximum balance is set to equal 45-days of operating expenditures.
(3) In 2006, the Board adopted a policy governing the Rate Stabilization Fund (RSF). The policy created a target and a
maximum RSF balance. The target balance is set equal to the negative financial impact of 2.5 years of extremely wet
weather and the RSF maximum balance is set equal to the negative financial impact of 3.5 years of extremely wet weather.
Wet weather adversely impacts the Water Authority by reducing water sales and net water sales revenue. The balance in
this fund represents approximately 80% of the targeted value.
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BOARD CALENDAR
MARCH 2012

•
•
•

6
7
8

•

22

SCOOP meeting – 9:30 a.m.
MWD Delegates – 11:00 a.m.
Special meeting of the Legislation,
Conservation & Outreach Committee –
Conservation – 1:30 p.m.
Regular Board meeting – 3:00 p.m.

APRIL 2012

•
•
•

4
12
26

MWD Delegates – 11:00 a.m.
Tentative Special Board meeting – 1:30 p.m.
Regular
l Board
d meeting
i
– 3:00 p.m.

MAY 2012

•
•
•

2
14

MWD Delegates – 11:00 a.m.
Special meeting of the Water Planning
Committee – 1:30 p.m. (please note this is one

week later than usual, on a Monday, due to the ACWA
conference, release the calendar hold of Special
Board on May 10th)

24

2/14/2012
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Regular Board meeting – 3:00 p.m.

February 15, 2012

Attention:

Administrative and Finance Committee

CLOSED SESSION:
Conference with Labor Negotiator, Government Code §54957.6
Agency Designated Representatives: Frank Belock; Susan Leone; Richard Bolanos,
Liebert Cassidy Whitmore
Employee Organization: California Teamsters Public, Professional and Medical
Employees Union Local 911

Purpose
The General Manager has asked that the above-referenced closed session be scheduled for the
Administrative and Finance Committee at the February 23, 2012, Board meeting.
A closed session has also been included on the agenda of the formal Board of Directors’
meeting. Unless the Board desires additional discussion, it is not staff’s intention to ask for a
closed session with the full Board at that time, but staff may request action to confirm directions
given or action recommended by the committee.

Prepared by: Daniel S. Hentschke, General Counsel
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ENGINEERING AND OPERATIONS COMMITTEE
AGENDA FOR
FEBRUARY 23, 2012

Bill Knutson – Chair
Marilyn Dailey – Vice Chair
Bud Pocklington – Vice Chair
Roger Bailey
Michael Hogan
Dennis Lamb
Keith Lewinger
Ralph McIntosh

I.

1.

Roll call – Determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to
address the Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

CONSENT CALENDAR
1.

II.

Marty Miller
Vincent Mudd
Ron Morrison
Elsa Saxod
Richard Smith
Ken Williams
Doug Wilson

Professional services contract with Tony Demaria Electric, Inc. for
annual electrical preventative maintenance inspection, testing, oncall and emergency repair services.
Staff recommendation: Award a two-year professional services
contract (with optional third year) to Tony Demaria Electric, Inc. for
an amount not-to-exceed $350,435 for annual electrical preventative
maintenance inspection, testing, on-call and emergency repair
services. (Action)

Joe Wegand

ACTION/DISCUSSION
1.
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Lake Hodges.
1-A Lake Hodges Pumped Storage Project update.
(Information)

Frank Belock/
Gary Bousquet

1-B

Frank Belock

INFORMATION

III.

IV.

1.

Presentation on San Vicente Dam Raise Construction update.

Bill Rose

2.

Advertisement for bids for Pipelines 3 and 4 Relining
Project – State Route 52 to Lake Murray.

Mike Conner

CLOSED SESSION
1.

V.

Presentation on possible amendment to SDG&E Agreement.

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v MWH Americas,
Inc. et al
Case No. 37-2011-00090504-CU-BC-CTL

Dan Hentschke

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

This meeting is called as an Engineering & Operations Committee meeting. Because a quorum of the Board may be present, the meeting is
also noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the meeting pursuant to
Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including information items, may be deliberated
and become subject to action. All public documents provided to the committee or Board for this meeting including materials related to an item on
this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed at the San Diego County Water Authority
headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the reception desk during normal business hours.
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February 15, 2012
Attention:

Engineering and Operations Committee

Professional services contract with Tony Demaria Electric, Inc. for annual electrical
preventative maintenance inspection, testing, on-call and emergency repair services. (Action)
Staff recommendation
Award a two-year professional contract (with optional third year) to Tony Demaria Electric,
Inc. for an amount not to exceed $350,435 for annual electrical preventative maintenance
inspection, testing, on-call and emergency repair services.
Alternatives
Do not award this contract and direct staff to rebid this contract.
Fiscal impact
There are sufficient funds for this contract as approved by the Board for fiscal years 2012 and 2013
operating budget. This item relates to the transportation rate category.
Background
The Water Authority has five pump stations, two hydroelectric generating facilities and one diesel
powered electrical generating station. These facilities contain medium to high voltage electrical
equipment including station electrical bussing, vacuum circuit breakers, transformers, electrical
cabling, and protective relays. The National Electrical Test Association recommends that annual
electrical preventative maintenance and inspection be performed on all medium and high-voltage
electrical equipment to ensure safety and increased reliability. Water Authority staff would require
special equipment and additional training to do this type of work. An outside service has been used
to perform this specialized preventative maintenance in the past at a lower overall cost to the Water
Authority.
Discussion
On December 12, 2011, a Notice Inviting Bids was distributed to 155 contractors, who received
notification via e-mails through the Network (the Water Authority’s collaborative online vendor
registration system). The solicitation requested bids for a two-year contract with an option for a
third year to perform annual electrical preventative maintenance, inspection, testing, on-call and
emergency repair services. Three bids were received and opened on January 12, 2012. The
apparent low bidder is Tony Demaria Electric, Inc.
Operations and Maintenance staff recommend awarding the two-year contract for the annual
electrical preventative maintenance, inspection, testing, on-call and emergency repair services to
Tony Demaria Electric, Inc., the lowest responsible bidder, for a total contract amount not-toexceed $350,435.
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Engineering and Operations Committee
February 15, 2012
Page 2 of 2
Tony Demaria Electric, Inc. is a small business.
Prepared by: Joseph N. Wegand, Operations and Maintenance Manager
Reviewed by: Gary A. Eaton, Director of Operations and Maintenance
Approved by: Frank Belock, Jr., Deputy General Manager

Attachment:
1.

Table of Bids
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ATTACHMENT 1
Table of Bids
NO.

GENERAL CONTRACTOR

TOTAL BID PRICE

1

Tony Demaria Electric, Inc.

$306,943

2

Baker Electric, Inc.

$309,120

3

Chula Vista Electric

$475,828

Page 171 of 199

February 15, 2012
Attention: Engineering and Operations Committee
Advertisement for bids for Pipelines 3 and 4 Relining Project – State Route 52 to Lake
Murray. (Information)
Background
This project is part of the overall program to rehabilitate and reline 82.5 miles of prestressed
concrete cylinder pipe within the Water Authority’s conveyance system to ensure continued
reliability of the aqueduct system. This project consists of relining approximately 16,600 linear
feet of existing 72-inch diameter of Pipeline 4, and 2,400-feet of existing 69-inch diameter of
Pipeline 3 using steel liners. These pipelines serve untreated water to Alvarado, Perdue, and Otay
Water Treatment Plants.
Previous Board actions: On January 27, 2011 the Board adopted Resolution 2011-01 for the
Final Mitigated Negative Declaration for the Pipelines 3 and 4 Relining Project; adopting a
Mitigation Monitoring and Reporting Program; approving the project; and authorizing Filing of
a Notice of Determination.
Discussion
The project will reline Pipeline 4 from State Route 52 to Lake Murray and Pipeline 3 from Lake
Murray to Baltimore Drive. There are three aqueduct shutdowns required to accomplish the
work. The Water Authority has coordinated with the member agencies affected by the
shutdowns. Project construction activities are scheduled to begin in July 2012 and be finished by
May 2013. The estimated construction cost is between $25,500,000 and $29,000,000.
No high-level risk items have been identified; however, some moderate level risks have been
identified. All risks have been mitigated and will be monitored through construction.
The outreach efforts to generate contractor interest in this project consists of listing the job
in the “Opportunities” section of the Water Authority website and directly informing contractors
about the project. We anticipate recommending award of a contract at the June 2012 Board
meeting.
Prepared by:
Reviewed by:

Mike Conner, Senior Engineer
William J. Rose, Director of Engineering

Attachments: Figure 1 – Location Map
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February 15, 2012

Attention:

Engineering & Operations Committee

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v MWH Americas, Inc. et al
Case No. 37-2011-00090504-CU-BC-CTL

Purpose
This memorandum is to recommend that the committee by motion hold a closed session,
pursuant to Government Code §54956.9(a) to discuss the above-referenced matter at the
February 23, 2012, Board meeting.
A closed session has also been included on the agenda of the formal Board of Directors’
meeting. Unless the Board desires additional discussion, it is not staff’s intention to ask for a
closed session with the full Board at that time, but staff may request action to confirm directions
given or action recommended by the committee.

Prepared by: Daniel S. Hentschke, General Counsel
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4677 Overland Avenue
San Diego, California 92123
FORMAL BOARD OF DIRECTORS’ MEETING
The mission of the San Diego County Water Authority is to provide a safe and reliable
supply of water to its member agencies serving the San Diego region.
February 23, 2012
3:00 p.m.
1.

Call to Order.

2.

Salute to the flag.

3.

Roll call, determination of quorum.
3-A Report on proxies received.

4.

Additions to agenda. (Government code Sec. 54954.2(b)).

5.

Approve the minutes of the Special Imported Water Committee meeting of
January 12, 2012 and the Formal Board of Directors’ meeting of January 26, 2012.

6.

Opportunity for members of the public who wish to address the Board on matters within
the Board’s jurisdiction.

7.

PRESENTATIONS & PUBLIC HEARINGS
7-A Recognition of Tim Dyer, Cost Estimator, employee of the 2nd quarter.

8.

REPORTS BY CHAIRS
8-A Chairs report: Chair Hogan.
8-B
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Report by Committee Chairs
Water Planning Committee
Imported Water Committee
Legislation, Conservation and Outreach Committee
Administrative and Finance Committee
Engineering and Operations Committee

Director Dion
Director Watton
Director Saxod
Director Wight
Director Knutson

9.

CONSENT CALENDAR

9- 1. Adopt Delta policy principles.
Adopt Delta Policy principles to guide staff in evaluating Bay-Delta initiatives and
the Water Authority’s advocacy to ensure as successful implementation of a Delta
solution.
9- 2. Small Contractor Outreach and Opportunities Program Committee recommended
modifications related to goals for fiscal years 2012 and 2013.
Establish a 25 percent SCOOP goal for fiscal years 2012 and 2013. Develop a
sheltered market procurement program for small businesses on procurements greater
than $10,000 and up to $150,000. Evaluate surety bonding requirements on a
case-by-case basis based on risk exposure. Contact member agencies to solicit
interest in a clearinghouse system.
9- 3. Treasurer’s report.
Note and file the monthly Treasurer’s report.
9- 4. Policy recommendation regarding disbursement of potential proceeds resulting
from Metropolitan Water District rate litigation.
Adopt a policy approving the allocation and distribution to Water Authority
Member Agencies of any net refund proceeds, less legal expenses incurred by the
Water Authority, resulting from the outcome of the MWD rate litigation, with the
funds being distributed to each member agency based upon its proportional
share of M&I Melded Supply water deliveries for each year during the period of
the litigation.
9- 5. Professional services contract with Tony Demaria Electric, Inc. for annual
electrical preventative maintenance inspection, testing, on- call and emergency
repair services.
Award a two-year professional services contract (with optional third year) to Tony
Demaria Electric, Inc. for an amount not-to-exceed $350,435 for annual electrical
preventative maintenance inspection, testing, on-call and emergency repair
services.
10.

ACTION / DISCUSSION

11.

CLOSED SESSION(S)

11-A

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353

2
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11-B

CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a) SDCWA v Metropolitan Water District of Southern California;
Case No. CPF-10-510830

11-C

CLOSED SESSION:
Conference with Labor Negotiator, Government Code §54957.6
Agency Designated Representatives: Frank Belock; Susan Leone;
Richard Bolanos, Liebert Cassidy Whitmore
Employee Organization: California Teamsters Public, Professional and Medical
Employees Union Local 911

11-D

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v MWH Americas, Inc. et al
Case No. 37-2011-00090504-CU-BC-CTL

12.

Action following Closed Session

13.

SPECIAL REPORTS
13-A GENERAL MANAGER’S REPORT – Ms. Stapleton
13-B GENERAL COUNSEL’S REPORT – Mr. Hentschke
13-C SANDAG REPORT – Director Saunders
SANDAG Subcommittee: Borders/Regional Planning Committee –
Director Saxod
13-D AB 1234 Compliance Reports – Directors

14.

OTHER COMMUNICATIONS

15.

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

The agendas for the Formal Board meeting and the meetings of the Standing Committees
held on the day of the regular Board meeting are considered a single agenda. All information or
possible action items on the agenda of committees or the Board may be deliberated by and become
subject to consideration and action by the Board.

3
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Formal Board
Agenda Item Number 5
January 12, 2012

MINUTES OF THE SPECIAL MEETING OF THE
IMPORTED WATER COMMITTEE
January 12, 2012

CALL TO ORDER / ROLL CALL
Chair Watton called the Imported Water Committee meeting to order at 1:35 p.m.
Committee members present were Chair Watton, Vice Chairs Arant and Tu, Directors Bond,
Brady, Heidel, Knutson, Lewinger, Linden, McIntosh, Steiner, Weston, Wight, and Wilson.
Director Morrison was absent. Also present were Directors Bailey, Croucher, Dailey, Dion,
Douglas, Hogan, Jungreis, Lamb, Mudd, Pocklington, Price, Saunders, Saxod, Smith, Walson,
Watton, Williams, and Wornham. At that time there was a quorum of the Board.
Staff present included General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, and MWD Program
Chief Chen.
PUBLIC COMMENT
There were no public comments.
I.

CONSENT CALENDAR
There were no items on the consent calendar.

II.

ACTION/DISCUSSION
There were no items under Action/Discussion.

III.

INFORMATION
There were no information items.

IV.

CLOSED SESSION
1.
CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a) - SDCWA v Metropolitan Water
District of Southern California;
Case No. CPF-10-510830
Mr. Hentschke took the Committee into Closed Session at 1:35 p.m.
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Formal Board
Agenda Item Number 5
January 12, 2012
Mr. Hentschke brought the Committee out of Closed Session at 3:00 p.m. and announced
there was no reportable action.
V.

ADJOURNMENT
There being no further business to come before the Imported Water Committee, Chair
Watton adjourned the meeting at 3:01 p.m.

_______________________
Mark Watton, Chair
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Formal Board
Agenda Item Number 5
January 26, 2012

MINUTES OF THE FORMAL BOARD OF DIRECTORS’ MEETING
JANUARY 26, 2012
IMPORTED WATER COMMITTEE
CALL TO ORDER / ROLL CALL
Chair Watton called the Imported Water Committee meeting to order at 9:04 a.m.
Committee members present were Vice Chair Tu*, Directors Bond, Brady, Knutson*, Lewinger,
Linden, Morrison*, Steiner, Weston, Wight*, and Wilson. Vice Chair Arant and Directors
Heidel, and McIntosh were absent. Also present were Directors Dailey, Dion, Hilliker, Hogan,
Lamb, Miller, Pocklington, Price, Saunders, Saxod, Smith, Topolovac, Walson, Williams, and
Wornham. At that time, there was a quorum of the full Board, and the meeting was conducted as
a meeting of the Board, however, only committee members participated in the vote.
Staff present included General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Colorado River
Program Director Razak, MWD Program Chief Chen, Government Relations Manager Volberg,
and others.
*Directors Knutson, Wight, Tu and Morrison arrived at 9:05 a.m., 9:10 a.m., 9:11 a.m.,
and 9:30 a.m., respectively.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no public comments.
CHAIR’S REPORT
Chair Watton announced that the progress report on the Imported Water Committee
Goals for 2011 and 2012 was available in the board packet. He reported on the first snow survey
of 2012 and stated that statewide snowpack was at 40 percent normal, or 22 percent of the April
1st average. He added that snowpack for the Colorado River Basin was 73 percent of normal for
this time of year.
Chair Watton informed that Governor Brown in his State of the State address made Bay
Delta Conservation Plan top priority. He also updated on the Bay Delta Conservation Plan
public hearings and reported that Assistant General Manager Dennis Cushman provided
testimony on behalf of the Water Authority. In addition, he reported that on December 20, 2011
at a signing ceremony at the White House, President Barack Obama signed the Hoover Power
Allocation Act, a bill originally authored by Rep. Grace F. Napolitano that determines how the
Hoover Dam will be run for the next fifty years.
DIRECTORS’ COMMENTS
There were no comments by Directors.
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Formal Board
Agenda Item Number 5
January 26, 2012

I.

CONSENT CALENDAR
There were no items on the consent calendar.

II.

ACTION/DISCUSSION
1.
Bay-Delta.
1-A Presentation on Draft Environmental Impact report on Delta Plan.

Mr. Volberg made a presentation on the draft Delta Plan Environmental Impact Report.
He reviewed the background and regulatory policies in the proposed project. Following his
presentation directors asked questions and made comments.
2-B

Draft Delta Policy Principles.

Ms. Chen gave a presentation on the draft Delta Policy Principles. She asked for board
input and reported policy principles would be brought to the Board for approval in February.
Directors asked questions and made comments following her presentation.
2.

Metropolitan Water District Issues and Activities update.
2-A Metropolitan Water District Delegates report.

The Delegates reported on the discussions and actions taken at the recent MWD Board
meetings.
2-B

Report on Metropolitan Water District’s 2012/13 and 2013/14 Proposed
Budget and associated Rates and Charges.

Ms. Chen discussed Metropolitan Water District’s proposed fiscal years 2012/13 and
2013/14 budget and associated rates and charges. Following the presentation, Directors asked
questions and made comments.
2-C

Review of Metropolitan Water District’s Regional Urban Water
Management Plan and Metropolitan Water District Member Agencies’
Urban Water Management Plans.

Mr. Cushman made a presentation on the review of Metropolitan Water District’s
(MWD) Regional Urban Water Management Plan (RUWMP) and MWD Member Agencies’
Urban Water Management Plans. He reported on the FY 2012 MWD water sales projections,
comparison of current and past RUWMP’s, key findings, and summary.
3.

Colorado River Programs.
3-A Colorado River Board representative’s report.

Director Knutson announced the report was available in the board supplemental materials
packet.
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Formal Board
Agenda Item Number 5
January 26, 2012

3-B

Colorado River Program quarterly report.

This item was noted and filed.
4.

Authorization to enter into an agreement with Imperial Irrigation District for
Environmental Cost Sharing.
Staff recommendation: Authorize the General Manager to enter into an
agreement with the Imperial Irrigation District to provide funding for
environmental review related to alternative Salton Sea mitigation measures. The
Water Authority’s cost under the agreement is estimated to be $855,000, which
would provide for the Water Authority’s share for environmental document
preparation and review for QSA revised mitigation measures as described in the
State Water Resources Control Board (SWRCB) Revised Order WRO 2002-0013
submitted jointly by the Imperial Irrigation District (IID) and the Water Authority.
Authorize the expenditure of $300,000 on technical and legal consultant services
to support the Water Authority’s oversight and participation in the environmental
document preparation and review process.

Ms. Razak provided a brief presentation on the Water Transfer Environmental Cost
Sharing Agreement. Following her presentation Directors asked questions and made comments.
Director Knutson made a motion and Director Tu seconded the motion. The motion passed
unanimously to approve the staff recommendation.
III.

INFORMATION
The following information item was noted and filed:
1.
Metropolitan Water District Program report.

IV.

CLOSED SESSION
1.
CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353
2.

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v Metropolitan Water District of
Southern California; Case No. CPF-10-510830

There were no closed sessions held.
V.

ADJOURNMENT
There being no further business to come before the Imported Water Committee, Chair
Watton adjourned the meeting at 11:00 a.m.
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Agenda Item Number 5
January 26, 2012

WATER PLANNING COMMITTEE
CALL TO ORDER/ROLL CALL
Chair Dion called the Water Planning Committee Meeting to order at 11:08 a.m.
Committee members present were Chair Dion, Vice Chairs Price and Saunders, Directors Hogan,
Jungreis, Lamb, Linden, Pocklington, Steiner, Walson, Watton and Williams. Also present were
Directors Bond, Brady, Dailey, Hilliker, Knutson, Lewinger, Miller, Morrison, Mudd, Saxod,
Smith, Topolovac, Tu, Wight, Wilson and Wornham. At that time, there was a quorum of the
Board and the meeting was conducted as a meeting of the Board; however, only committee
members participated in the vote.
Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Water Resources
Director Weinberg, Water Resources Managers Purcell, Roy and Yamada, Principal Water
Resources Specialist Dana Friehauf and Water Resources Specialist Dobalian.
PUBLIC COMMENT
There was one public comment slip submitted for Item II-3.
DIRECTORS’ COMMENTS
There were no comments made by Directors.
CHAIR’S REPORT
Chair Dion advised the committee that a committee workshop was scheduled on February
9, 2012, at 1:30 p.m. to discuss the Water Authority’s Allocation Methodology and the 2012
Regional Water Facilities Optimization and Master Plan Update. Chair Dion also recognized
significant work efforts accomplished by committee members and staff towards achieving the
Water Planning Committee Goals for 2011 and 2012. Chair Dion advised that, in the interest of
time, the Integrated Regional Water Management Plan presentation associated with Agenda Item
II -1., would be provided at a later date. He invited those interested to attend the February 29,
2012 San Diego Integrated Regional Water Management Plan summit coordinated by the city of
San Diego, county of San Diego and the Water Authority to raise awareness and gain input on
enhanced regional water management.
I.

CONSENT CALENDAR
There were no items for the Consent Calendar.

II.

ACTION/DISCUSSION
1.
Resolution approving Otay Water District’s proposed Peaceful Valley Ranch
Annexation.
Staff recommendation:
Adopt Resolution No. 2012-__ that:
a)
Resolves that the Final EIR certified by the County of San Diego as Lead
Agency complies with CEQA and the State CEQA Guidelines, and
adequately addresses the potential environmental effects resulting from
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b)

annexation, issues findings required by CEQA as a Responsible Agency;
and
Sets final terms and conditions and approves the concurrent annexation of
Otay Water District’s proposed Peaceful Valley Ranch annexation to the
Water Authority and the Metropolitan Water District conditioned upon the
fulfillment of all conditions and final approval by the San Diego Local
Agency Formation Commission.

Ms. Dobalian presented detailed information on the background and major steps
completed and still required for concurrent annexation of Peaceful Valley Ranch in the Otay
Water District.
Director Steiner moved and Director Price seconded a motion to approve the staff
recommendation. Chair Dion remarked that this would be one of the first processes to have
successfully completed the established annexation process, and referred to its historical summary
as an outline for processing and considering future annexations. The motion passed unanimously.
2.

Update on review of the Water Authority’s Water Shortage and Drought
Response Allocation Methodology

Ms. Friehauf presented information on the background and basic concept of the Water
Authority’s allocation methodology, lessons learned during its implementation from July 2009
through April 2011, review process and summary of identified issues, and next steps involved in
modifying the methodology in March 2012, including providing member agency input. Director
Jungreis acknowledged staff efforts and requested a draft of the proposed changes be made
available for review as soon as possible.
Ms. Friehauf added that more details would be provided at the February 9, 2012 Water
Planning Committee workshop. Director Jungreis requested a draft.
3.

Carlsbad Desalination Project.

Chair Dion called upon Conner Everts, representing Desal Response Group and
Surfrider, for public comment. Mr. Everts spoke to feasibility expenditures and future
opportunities for public comment.
3-A

Status report on the draft Water Purchase Agreement for the Carlsbad
Desalination project

Mr. Weinberg reported on the status of negotiations with Poseidon for the water purchase
agreement, the status of due diligence work being conducted, and the status of Water Authority
distribution improvements related to the project. Mr. Weinberg presented a draft schedule of
activities, including Board workshops in May and June 2012 that would lead to Board
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consideration of the water purchase agreement in June and July 2012. Mr. Weinberg and staff
responded to questions posed by Directors Walson, Bond, Price, Watton and Jungreis.
3-B

Budget Revisions and contact amendments for the Carlsbad Desalination
Project.
Staff recommendation:
1)
Approve the consultant contract amendments listed on Tables 1
and 2.
2)
Increase the current Capital Improvement
Program 2 year appropriation and life budget for
the Carlsbad Desalination Project by $2,783,904
and amend the project name and description to
reflect the current Water Purchase Agreement
negotiation.

Mr. Weinberg provided context for Item 3-B by reviewing risk transfer elements of the
draft water purchase agreement. Mr. Yamada reported on the cost responsibilities of Poseidon
and the Water Authority by reviewing staff and consultant work efforts required for continuing
development of the water purchase agreement with Poseidon, including corporate and facility
due diligence activities.
Director Pocklington moved, and Director Williams seconded, a motion to approve the
staff recommendation. Staff responded to questions posed by Directors Price, Wilson, Lewinger,
Mudd and Wight. The motion passed unanimously.
3-C

Amendment to professional services contract for Franklin G. DeFazio,
Incorporated, for hydraulic transient analysis support services.
Staff recommendation:
Approve Amendment 4 for $220,000 to provide additional hydraulic
analysis as-needed support services, increasing the contract amount from
$686,800 to $906,800.

Director Saunders moved, and Director Price seconded, a motion to approve the staff
recommendation. The motion passed unanimously.
III.

INFORMATION
The following item was received and filed:
1.
Work plan update on the Integrated Regional Water Management Plan.
2.
Presentation on water supply and demand conditions

Ms. Dobalian reported on state and local reservoir storage and precipitation, Colorado
River conditions, and Metropolitan Water District storage, adding that La Niña conditions would
be expected through the spring, making drought development likely.

Page 185 of 199

Formal Board
Agenda Item Number 5
January 26, 2012

The following item was received and filed:
3.
Water Resources report.
IV.

CLOSED SESSION
There were no Closed Session items.

V.

ADJOURNMENT
Chair Dion adjourned the meeting at 12:26 p.m.

LEGISLATION, CONSERVATION AND OUTREACH COMMITTEE
CALL TO ORDER/ROLL CALL
Chair Saxod called the Legislation, Conservation and Outreach Committee to order at
1:10 p.m. Committee members present were Chair Saxod, Vice Chairs Hilliker and Jungreis, and
Directors Croucher, Dailey, Douglas, Miller, Mudd, Topolovac, Tu, Walson, and Wornham.
Committee members absent were Directors Boyle and Weston. Other Board members present
were Directors Bailey, Bond, Brady, Dion, Hogan, Knutson, Lamb, Lewinger, Pocklington,
Smith, Watton, Wight, Williams, and Wilson. At that time, there was a quorum of the Board and
the meeting was conducted as a meeting of the Board; however, only committee members
participated in the vote.
Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Director of Public
Outreach and Conservation Foster, Public Affairs Manager Westford, and Government Relations
Manager Volberg.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no members of the public who wished to address the Committee.
CHAIR’S REPORT
Chair Saxod reminded the Board that the progress report on the Legislation, Conservation
and Outreach Committee Goals for 2011 and 2012 was in the Board packet. She announced an
upcoming exciting program; the Water Authority and other water agencies were partnering with
Home Depot to encourage the promotion of water efficient plant purchases. At Water Smart
Plant Fairs, Home Depot locations around the county would team up with participating member
agencies to host on specific Saturdays and sell a select set of water efficient plants at up to 50
percent off. Local water agencies would have booths at these fairs.
She introduced Marty Eberhardt upon the occasion of her retirement as Executive
Director of the Water Conservation Garden.
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DIRECTORS’ COMMENTS
There were no Directors’ comments.
I.

CONSENT CALENDAR
There were no items on the Consent Calendar.

II.

ACTION/DISCUSSION
1.
Legislative Issues.
1-A Report by Carpi and Clay.
Mr. Clay reported on issues in Sacramento.

III.

INFORMATION
1.
Quarterly Water Conservation Garden report.

Director Tu provided a verbal report on the Water Conservation Garden. She announced
Mr. John Bolthouse was chosen as the new Executive Director of the Water Conservation
Garden.
2.

Statewide Task Force for Commercial, Institutional and Industrial Water Use.

Water Resources Manager Roy presented on the SBX7-7 CII Task Force. She explained
SBX 7-7 was part of comprehensive legislation on water supply in California. The Department
of Water Resources, in conjunction with California Urban Water Conservation Council, must
create a Commercial, Industrial, and Institutional Task Force. She reviewed the schedule,
membership, purpose, challenges, and the potential recommendations to the Legislature.
Director Jungreis, who served on this Task Force, complimented Ms. Roy on her
dedication and hard work as Chair of this Task Force.
The following item was received and filed:
3.
Government relations update
IV.

ADJOURNMENT
There being no further business to come before the Legislation, Conservation and
Outreach Committee, Chair Saxod adjourned the meeting at 1:50 p.m.
ADMINISTRATIVE AND FINANCE COMMITTEE
CALL TO ORDER / ROLL CALL
Chair Wight called the Administrative and Finance Committee meeting to order at 1:55
p.m. Committee members present were Chair Wight, Vice Chairs Bond and Croucher, Directors
Bailey, Brady, Dion, Douglas, Hilliker, Smith, Topolovac, and Wornham. Committee members
absent were Directors Price and Saunders. At that time, there was a quorum of the Committee.
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Also present were Directors Dailey*, Dion, Hogan, Jungreis, Knutson, Lamb, Lewinger,
Miller Saxod, Steiner*, Walson, Watton, Williams, and Wilson.
Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Director of
Finance/Treasurer Sandler, Director of Human Resources Leone, Director of Administrative
Services Young, Controller Greek, and Financial Planning Manager Shank.
*Directors Dailey and Steiner arrived at 2:05 p.m.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no members of the public who wished to speak.
CHAIR’S REPORT
Chair Wight provided highlights of the progress report on Administrative and Finance
Committee’s goals for 2011 and 2012. Committee activities included: 1) approved the
Committee’s strategy to address expiring liquidity facilities on the $460 million commercial
paper (CP) program, 2) completed execution of the CP restructuring, 3) adopted the multi-year
budget for fiscal year 2012 and 2013, 4) held a public hearing and adopted the calendar year
2012 rates and charges, 5) approved cost effective renewals of all three lines of business
insurance at competitive pricing.
DIRECTORS’ COMMENTS
There were no Director’s comments.
I.

CONSENT CALENDAR
1.
Adopt the Amended and Restated 457(b) and 401(a) Deferred Compensation
Plans.
Staff recommendation: Approve Resolution No. 2012-02 adopting the Amended
and Restated Water Authority’s 401(a) and 457(b) deferred compensation plans,
terminating The Hartford and Reliance Trust Company agreements, and appoint
TIAA-CREF as recordkeeper and JP Morgan Chase as custodian for the plans and
establish a qualified 457(b) Roth Program.

Vice Chair Bond moved, seconded by Vice Chair Croucher, and the motion
passed unanimously to approve the consent calendar.
Chair Wight thanked Mr. Shank for his efforts on the deferred compensation plans,
adding the amended and restated plans would result in a cost savings to employees.
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II.

ACTION/DISCUSSION
1.
Presentation on monthly Treasurer’s report.
Staff recommendation: Note and file the monthly Treasurer’s report.

Mr. Shank provided a review of the Treasurer’s report which included: 1) the
portfolio master summary of all cash and investments, 2) portfolio characteristics, including
maturity distribution, portfolio yield, credit quality, projected cash flows, and U.S. Treasury
yield curve and marketing notes, 3) investment details of all active investments, and 4) the
activity summary – a 13-month rolling summary of portfolio investment activity.
III.

INFORMATION
1.
Water Authority / Member Agency efficiency measures.
Mr. Belock began the presentation with an explanation of the public agencies
clause which allows other public agencies to “piggy-back” on a Water Authority contract,
provided certain criteria are met.
Mr. Belock also discussed the Water Authority’s capacity to provide services to
its Member Agencies in the areas of water operator training recertification, environmental
compliance, regulatory agency permitting, safety training, large valve maintenance,
employee development, supervisor training, right-of-way services, mowing and grading
of easements, and short-term storage of vehicles and equipment.
Mr. Belock stated next steps in the process were outreach to Member Agencies
and the development of internal procedures.
The following items were noted and filed:
2.
Controller’s report on monthly financial statements.
3.
Board of Director’s Fourth Quarter 2011 expenses and attendance.
4.
Board calendar.

III.

CLOSED SESSION
1.
CLOSED SESSION:
Conference with Labor Negotiator, Government Code §54957.6
Agency Designated Representatives: Frank Belock, Sandy Kerl, Susan Leone
Employee Organization: California Teamsters Public, Professional and Medical
Employees Union Local 911

Mr. Hentschke brought the Committee out of closed session at 2:36 p.m., and
announced that the Committee, by unanimous vote of those present, approved the retention of an
outside negotiator pursuant to the General Manager’s contracting authority.
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V.

ADJOURNMENT
There being no further business to come before the Administrative and Finance
Committee, Chair Wight adjourned the meeting at 2:36 p.m.
ENGINEERING AND OPERATIONS COMMITTEE
CALL TO ORDER/ROLL CALL
Chair Knutson called the Engineering and Operations Committee to order at 2:45 p.m.
Committee members present were Chair Knutson, Vice Chairs Dailey and Pocklington, Directors
Bailey, Hogan, Lamb, Lewinger, Miller, Mudd, Saxod, Smith, Williams, and Wilson. Directors
McIntosh, and Morrison were absent. Other Board members present were Directors Bond,
Brady, Croucher, Dion, Douglas, Hilliker, Jungreis, Steiner, Topolovac, Walson, Watton, Wight
and Wornham. At that time there was a quorum of the Board, and the meeting was conducted as
a meeting of the Board; however, only committee members participated in the vote.
Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Director of Engineering Rose, and Director of Operations
and Maintenance Eaton.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no members of the public who wished to address the Committee.
CHAIR’S REPORT
Chair Knutson reported Engineering and Operations Committee Goals for 2011 and 2012
were on track except for the San Vicente Dam raise, which had been met with delays.
Chair Knutson reported that on January 11, 2012 a leak was found at a blow-off structure
on the First Aqueduct, Pipeline 2. The leak was caused by corrosion of a small steel line attached
to the 60 year old aqueduct. Staff shutdown the aqueduct, redirected water without affecting
customers, repaired the corrosion damage and the system was back in operation by January 14,
2012.
Chair Knutson reported on the January 11, 2012 Lake Hodges Subcommittee meeting to
discuss commissioning Unit 2. Work was on schedule, and it was estimated Unit 2 would be
operating by mid-February. Also, a leak was discovered in Unit 1, which was put under repair. It
was estimated Unit 1 would be operating by mid-February.
Chair Knutson announced another San Vicente Dam Raise tour was being planned for the
end of February, or beginning of March for members of the Board who had not had an
opportunity to view the Dam Raise project. Those interested were to contact Mr. Belock.

Page 190 of 199

Formal Board
Agenda Item Number 5
January 26, 2012

CONSENT CALENDAR
1.
Accept the Settlement Agreement design-build work for the Twin Oaks Valley
Water Treatment Plant.
Staff recommendation: Authorize the General Manager to accept the Settlement
Agreement design-build work as complete, and release the letter of credit to
CH2M Hill Constructors, Inc.
Vice Chair Dailey moved to approve, Vice Chair Pocklington seconded and the motion to
approve the Consent Calendar passed unanimously.
II.

ACTION/DISCUSSION
There were no Action/Discussion items on the agenda.

III.

INFORMATION
1.
Presentation on San Vicente Dam Raise Construction update.
Mr. Rose presented a San Vicente Dam Raise Construction update.
2.

Proposed PUC modifications affecting existing solar projects.

Mr. Eaton presented information about the PUC modifications affecting existing solar
projects.
IV.

CLOSED SESSION
There were no Closed Session items on the agenda.

V.

ADJOURNMENT
There being no further business to come before the Engineering and Operations
Committee, Chair Knutson adjourned the meeting at 3:20 p.m.
FORMAL BOARD OF DIRECTORS’ MEETING OF JANUARY 26, 2012
1.

CALL TO ORDER Chair Hogan called the Formal Board of Directors’ meeting to
order at 3:25 p.m.

2.

SALUTE TO THE FLAG Director Miller led the salute to the flag.

3.

ROLL CALL, DETERMINATION OF QUORUM
Secretary Smith called the roll. Directors present were Bailey, Bond, Brady, Croucher,
Dailey, Dion, Douglas, Hilliker, Hogan, Jungreis, Knutson, Lewinger, Lamb, Miller,
Mudd, Pocklington, Saunders, Saxod, Smith, Steiner, Topolovac, Walson, Watton,
Weston, Wight, Williams, Wilson, and Wornham. Directors absent were Arant, Boyle,
Heidel, Linden, McIntosh, Morrison, Price, Tu, and Representative Slater-Price.

Page 191 of 199

Formal Board
Agenda Item Number 5
January 26, 2012

3-A Report on proxies received. Director Smith was proxy for Director Linden, and
Director Knutson was the proxy for Director Arant.
4.

ADDITIONS TO AGENDA There were no additions to the agenda.

5.

APPROVAL OF MINUTES Director Knutson moved, Director Hilliker seconded,
and the motion carried at 90.58% of the vote to approve the minutes of the Special
Imported Water Committee meeting of November 10, 2011 and the Formal Board of
Directors’ meeting of December 8, 2011. Director Douglas abstained.

6.

OPPORTUNITY FOR MEMBERS OF THE PUBLIC WHO WISH TO ADDRESS
THE BOARD ON MATTERS WITHIN THE BOARD’S JURISDICTION
There were no members of the public that wished to speak.

7.

PRESENTATIONS AND PUBLIC HEARINGS
7-A Retirement of Director. The Board adopted Resolution No. 2012-03 honoring
Betty Ferguson upon her retirement from the Board of Directors.
Director Lewinger moved, Director Knutson seconded, and the motion carried at
92.33% of the vote to adopt Resolution No. 2011-23.

8.

7-B

Appointment of Director. Dennis O. Lamb representing Vallecitos Water
District. Term expires March 13, 2016.

7-C

Appointment of Director. Mark Weston representing City of Poway. Term
expires April 22, 2014.

REPORTS BY CHAIRS
8-A Chairs report: Chair Hogan updated the Board on recent Committee
appointments. He reminded the Board of the upcoming Water Talks event.
He reported the Taxpayer’s Association approved a resolution in support of the
Water Authority in the MWD lawsuit.
8-B
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Imported Water Committee. Director Watton reviewed the meeting and the
actions taken.
Water Planning Committee. Director Dion reviewed the meeting and the actions
taken. He reminded the Board of the upcoming Special meeting of the Water
Planning Committee on February 9, 2012 at 1:30 p.m.
Legislation, Conservation and Outreach Committee. Director Saxod reviewed the
meeting and stated there were no actions taken.
Administrative and Finance Committee. Director Wight reviewed the meeting
and the actions taken.

Formal Board
Agenda Item Number 5
January 26, 2012

Engineering and Operations Committee. Director Knutson reviewed the meeting
and the actions taken.
9.

CONSENT CALENDAR
Director Lewinger moved, Director Knutson seconded, and the motion carried at 92.33%
of the vote to approve the consent calendar. Directors voting no or abstaining are listed
under the item number.

9- 1. Authorization to enter into an agreement with Imperial Irrigation District for Environmental
Cost Sharing.
The Board authorized the General Manager to enter into an agreement with the Imperial
Irrigation District to provide funding for environmental review related to alternative Salton
Sea mitigation measures. The Water Authority’s cost under the agreement is estimated to
be $855,000, which would provide for the Water Authority’s share for environmental
document preparation and review for QSA revised mitigation measures as described in the
State Water Resources Control Board Revised Order WRO 2002-0013 submitted jointly by
the Imperial Irrigation District and the Water Authority. The Board authorized the
expenditure of $300,000 on technical and legal consultant services to support the Water
Authority’s oversight and participation in the environmental document preparation and
review process.
9- 2. Resolution approving Otay Water District’s proposed Peaceful Valley Ranch Annexation.
The Board adopted Resolution No. 2012-01 that resolves that the Final EIR certified by the
County of San Diego as Lead Agency complies with CEQA and the State CEQA
Guidelines, and adequately addresses the potential environmental effects resulting from
annexation, issues findings required by CEQA as a Responsible Agency; and Sets final
terms and conditions and approves the concurrent annexation of Otay Water District’s
proposed Peaceful Valley Ranch annexation to the Water Authority and the Metropolitan
Water District conditioned upon the fulfillment of all conditions and final approval by the
San Diego Local Agency Formation Commission.
Directors Croucher and Watton abstained on this item.
9- 3. Budget Revisions and contract amendments for the Carlsbad Desalination Project.
The Board approved the consultant contract amendments listed on Tables 1 and 2.
Increased the current Capital Improvement Program 2 year appropriation and life budget for
the Carlsbad Desalination Project by $2,783,904 and amended the project name and
description to reflect the current Water Purchase Agreement negotiation.
9- 4. Amendment to professional services contract for Franklin G. DeFazio, Incorporated
for hydraulic transient analysis support services.
The Board approved Amendment 4 for $220,000 to provide additional hydraulic analysis
as-needed support services, increasing the contract amount from $686,800 to $906,800.
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9- 5. Adopt the Amended and Restated 457(b) and 401(a) Deferred Compensation Plans.
The Board approved Resolution No. 2012-02 adopting the Amended and Restated Water
Authority’s 401(a) and 457(b) deferred compensation plans, terminating The Hartford and
Reliance Trust Company agreements, and appointing TIAA-CREF as recordkeeper and JP
Morgan Chase as custodian for the plans and establishing a qualified 457(b) Roth Program.
9- 6. Presentation on monthly Treasurer’s report.
The Board noted and filed the monthly Treasurer’s report.
9- 7. Accept the Settlement Agreement design-build work for the Twin Oaks Valley Water
Treatment Plant.
The Board authorized the General Manager to accept the Settlement Agreement designbuild work as complete, and release the letter of credit to CH2M Hill Constructors, Inc.
10.

ACTION/DISCUSSION
There were no items under Action/Discussion this month.

11.

CLOSED SESSION(S)

11-A

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353

11-B

CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation and Potential Litigation
Government Code §54956.9(a) - SDCWA v Metropolitan Water District of Southern
California; Case No. CPF-10-510830
Government Code §54956.9(c) - One Case

11-C

CLOSED SESSION:
Conference with Labor Negotiator, Government Code §54957.6
Agency Designated Representatives: Frank Belock, Sandy Kerl, Susan Leone
Employee Organization: California Teamsters Public, Professional and Medical Employees
Union Local 911
Mr. Hentschke announced there was no need for the Board to go into Closed Session.
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12.

ACTION FOLLOWING CLOSED SESSION

13.
SPECIAL REPORTS
13-A GENERAL MANAGER’S REPORT – Ms. Stapleton reminded the Board about the
upcoming Special Board meetings. She stated on Monday, March 12th MWD would
be holding their Public Hearing on rates and Board members and General Managers
from Member Agencies would be attending.
13-B GENERAL COUNSEL’S REPORT – No report was given.
13-C SANDAG REPORT – Director Saunders announced the purchase of the South Bay
Expressway had been approved by the SANDAG Board. He stated many lessons had
been learned from this experience that could be applied to Water Authority Private/Public
Partnerships.
SANDAG BORDERS/REGIONAL PLANNING COMMITTEE – Director Saxod
announced there was nothing to report.
13-D AB 1234 COMPLIANCE REPORTS – No reports were given.
14.

OTHER COMMUNICATIONS - None.

15.

ADJOURNMENT
There being no further business to come before the Board, Chair Hogan
adjourned the meeting at 3:40 p.m.

__________________________________ _______________________________
Michael T. Hogan, Chair
Richard K. Smith, Secretary

_______________________________
Doria F. Lore, Clerk of the Board
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February 15, 2012

Attention:

Board of Directors

General Counsel’s Report – January/February 2012
Purpose
This report discusses certain legal matters receiving attention during the months of JanuaryFebruary 2012.
Significant Developments in Pending Litigation
MWD Rate Case. The parties have agreed to use retired San Francisco Superior Court Judge
James Warren as their discovery referee. Because Metropolitan is attempting to impose limits on
discovery that are inconsistent with Judge Kramer's January 6, 2012 ruling, the Water Authority
plans to seek further guidance about the scope of discovery from Judge Kramer at the next case
management conference, which is set for February 17, 2012. Special Counsel, Keker and
Van Nest, is continuing to work with Metropolitan and several Metropolitan member agencies to
obtain documents under Public Record Act requests served last October. The Water Authority
has retained two additional lawyers with specific public records experience as special counsel to
assist in obtaining the requested documents.
State QSA Litigation. Petitions for review were filed on January 17 and 18. The Supreme Court
extended the time for filing answers to February 16. The Water Authority is filing answers to the
petitions filed by Cuatro del Mar, the County of Imperial, and POWER, and joining in answers
filed by IID. IID, the State, Metropolitan, and Coachella are also filing answers or joining in the
answers filed by others. Unless it gives itself more time, up to 30 days, the Supreme Court will
decide whether to grant review on or before March 19. Briefing on the merits will occur only if
the Supreme Court grants review. Filing the petitions does not affect the status of the water
transfers contemplated by the QSA.
Federal QSA Litigation. Hearing on cross-motions for summary judgment is set for March 23,
2012.
Lake Hodges Pump Storage Project. Trial has been set for May 10, 2013. The case is currently
in discovery. A closed session has been schedule for the Engineering and Operations Committee
meeting.
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Special Counsel Expenditures
Funds approved for payments to special counsel during January-February 2012 from the General
Counsel’s Operating Budget totaled $301,095.61 for work related to the Metropolitan rate
dispute, Metropolitan public records request, QSA litigation and personnel benefit matters. In
addition, $159.00 was approved for payment from the Human Resources Operating Budget for
work related to personnel issues, and $228,677.51 was approved for payment from Water
Resources Operating Budget for work related to desalination. CIP expenditures during JanuaryFebruary 2012 were $120.565.82 for work related to the Olivenhain-Lake Hodges Pump Storage
Project, San Vicente Project, Traylor-Shea Joint Venture, and SDG&E contract.

Prepared by: Daniel S. Hentschke
Attachment: Special Counsel Expenditure Report
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General Counsel's Office
Special Counsel Expenditure Report
(January-February 2012)
Special Counsel

Project

Total $ Expended
FYs 10 & 11 (Fees &
Costs)

ADR Services (Hon. A. Olivenhain Mediation *
Joseph, Mediator)

$2,075.00 (OP)

Best, Best & Krieger

Retirement Matters *

$8,154.70 (OP)

Brownstein, Hyatt,
Farber, Schreck

IID/SDCWA Transfer

$14,178.13 (OP)

General Legal Matters (as
assigned)
QSA Litigation
Federal Clean Air Act
Challenge / QSA
Audit Letter

$6,445.81 (OP)
$1,531,654.28 (OP)
$1,174,596.72 (CIP)

$29,329.32

$299,403.17

(OP)

$4,504.33 (OP)
$25,403.28 (CIP)

$1,459.20

$22,388.80

(OP)

$24,408.52
$3,680.00
$1,237.50

$155,234.42
$47,606.20
$23,881.82

(OP)
(OP)
(OP)

$1,071.11 (OP)

Price Reset

$257,668.39 (OP)
$312,125.17 (OP)

Colantuono & Levin

Metropolitan Rates
MWD Public Records Request
Metropolitan Rates

Daley & Heft

SDCWA v. Atlantica/Deluca *

$7,582.90 (OP)

SDCWA v. NIAC *

Duncan & Allen

Frank, Lynn S.
(Mediator)
Hawkins, Delafield &
Wood
Howard Rice
Nemerovski Canady
JAMS

$547,302.10 (OP)

$61,660.95 (OP)

Additional Aqueduct Width
Project-Twin Oaks
Rancho Penasquitos
Pressure Control Hydroelectric
Facility Project *

$5,467.50 (CIP)
$187.50 (CIP)
$118.50 (OP)

San Vicente FERC Project

$4,012.50 (CIP)

$276.50

$869.00

(CIP)

Olivenhain/Lake Hodges FERC
Proj.
TOV WTP *

$8,628.11 (CIP)

$39.50

$237.00

(CIP)

$9,000.00 (CIP)

Proposed Desalination Proj.

$675,353.40 (OP)

Metropolitan Rates

$466,425.77 (OP)

Olivenhain Mediation *
IID Arbitration *

Jenkins & Hogin

Conflict of Interest/Open Meeting
Law Compliance *

1

Personnel Issue

$16,269.40 (OP)

Audit Letter

$292.00 (OP)
$604,323.26 (CIP)

*

Bond Counsel Services

(OP)

$2,724.46

$13,013.91

(OP)

$237,525.36

$697,254.40

(OP)

2

$159.00

2

$90,437.23

2

(OP)

$58,938.67

$415,148.92

(CIP)

$1,577.50

$16,363.00

(CIP)

$18,401.14 (OP)

Concluded matters or assignments.
_______________________________
1

Not included in totals, legal expenses related to proposed desalination project are coming out of Water Resources budget, not GC budget

2

Not included in totals
totals, legal expenses related to personnel issue are coming out of Human Resources budget
budget, not GC budget
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1

$2,760.88 (CIP)

SDG&E Contract
Orrick Herrington &
Sutcliff LLP

$260,724.01

$2,117.50 (OP)

$749,193.84 (CIP)

San Vicente Dam Raise *

1

$76,687.50 (OP)

TOV WTP *

Olivenhain-Lake Hodges Pump
House

$228,677.51

$2,127.71 (OP)

Keker & Van Nest, LLP Metropolitan Rates
Liebert Cassidy
Whitmore
McKenna Long &
Aldridge

CIP Budget
Total $ Expended FYs
Invoices
12 & 13 (Fees & Costs)
Approved for
Payment this
Period

OP Budget
Invoices
Approved for
Payment this
Period

Budget Allocation
FYs 12 & 13 for
Legal Services
$4,700,000.00

Board of Directors
General Counsel's Report - January-February 2012
Page 2

Special Counsel

Project

Owen Wickersham &
Erickson
Pillsbury Winthrop
Shaw Pittman

Copyright

$8,357.00 (OP)

Terminal Pay Plans/Defined
Benefit Pension Plans
IRS Audit Matters *
Traylor/Shea Joint Venture (TSJV)

$3,940.54 (OP)
$11,126.25 (OP)
$282,821.75 (CIP)

Multiple Tunnel Shift Pay

$255,921.33 (CIP)

Procopio Cory
Hargreaves & Savitch

Reilly & Associates
Richards Watson &
Gershon
Townsend
Wiener, Howard
(Mediator)
Total:
*

Total $ Expended
FYs 08 & 09 (Fees &
Costs)

Audit Letter
Personnel Issue
Water Conveyance Dispute *

$547.50 (OP)
$11,160.00 (OP)
$46,139.82 (CIP)

Trademark *
MWD RSI Mediation

$13,471.27 (OP)
$6,000.00 (OP)
$3,355,678.55 (OP)
$3,165,695.61 (CIP)

OP Budget
Invoices
Approved for
Payment this
Period

CIP Budget
Total $ Expended FYs
Invoices
10 & 11 (Fees & Costs)
Approved for
Payment this
Period

3

$731.25

$9,274.07

(OP)

$12,033.51

$53,009.55

(CIP)

$47,700.14

$251,359.61
$1,073.50

(CIP)
(OP)

4

$301,095.61

$120,565.82

$1,269,130.29
$736,987.08

Concluded matters or assignments.

_______________________________
3

Not included in totals, legal expenses related to copyright matter are coming out of Conservation budget, not GC budget

4

Not included in totals, legal expenses related to personnel issue are coming out of Human Resources budget, not GC budget
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Budget Allocation
FYs 12 & 13 for
Legal Services
$4,700,000.00

(OP)
(CIP)

$3,430,869.71

